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SOCIAL CLASSES AND SPENDING BEHAVIOR 
PIERRE MARTINEAU 


While income has generally been the most widely used behavioral indicator in market- 
ing, social-class membership provides a richer dimension of meaning. The individual’s con- 
sumption patterns actually symbolize his class position, a more significant determinant 


of his buying behavior than just income. 


There is a social-class system operative in metropolitan markets which can be isolated 
and described. The kinds of things a person will or will not buy are strongly related to 
his class membership, and also whether he is mobile or stable. Likewise the individual's 
store loyalties and his spend-save aspirations will in considerable part be class related. 


LL societies place emphasis on some 
A one structure which gives form to 
the total society and integrates all the 
other structures such as the family, the 
clique, voluntary association, caste, age, 
and sex groupings into a social unity. 

Social stratification means any system 
of ranked statuses by which all the mem- 
bers of a society are placed in some kind 
of a superordinate and subordinate hier- 
archy. While money and occupation are 
important in the ranking process, there 
are many more factors, and these two 
alone do not establish social position. 
The concept of social class was designed 
to include this process of ranking people 
in superior and inferior social position 
by any and all factors. 


@ About the Author. Pierre Martineau—Director of 
Research and Marketing for the Chicago Tribune— 
heads one of the most diversified consumer-research 
programs undertaken by a business oganization. 
Among the studies under his direction have been 
numerous basic research projects exploring the 
sociology of marketing. Typical have been defini- 
tions of the new community shopper; the roles of 
the new suburban housewife; how the department 
store and the grocery supermarket are seen by the 
shopper; social aspects of household appliances; 
social class profiles of leading stores. 

Mr. Martineau has been a leading proponent of 
applied social science for many years. He has ad- 
dressed marketing and advertising clubs as well as 
management groups throughout the country, and 
has lectured at executive-education programs at 
numerous universities. His writings include his 1957 
book, Motivation in Advertising: Motives That 
Make People Buy (McGraw-Hill). 


CLASS SYSTEM 


It has been argued that there cannot 
be a class system existent in America 
when most individuals do not have the 
slightest idea of its formal structure. Yet 
in actuality every individual senses that 
he is more at home with and more ac- 
ceptable to certain groups than to others. 
In a study of department stores and shop- 
ping behavior, it was found that the 
Lower-Status woman is completely aware 
that, if she goes into High-Status depart- 
ment stores, the clerks and the other cus- 
tomers in the store will punish her in 
various subtle ways. 

“The clerks treat you like a crumb,” 
one woman expressed it. After trying 
vainly to be waited on, another woman 
bitterly complained that she was loftily 
told, ‘““We thought you were a clerk.” 

The woman who is socially mobile 
gives considerable thought to the exter- 
nal symbols of status, and she frequently 
tests her status by shopping in depart- 
ment stores which she thinks are com- 
mensurate with her changing position. 
She knows that, if she does not dress 
correctly, if she does not behave in a cer- 
tain manner to the clerks, if she is awk- 
ward about the proper cues, then the 
other customers and the clerks will make 
it very clear that she does not belong. 

In another study, very different atti- 
tudes in the purchase of furniture and 
appliances involving this matter of status 
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were found. Middle-class people had no 
hesitancy in buying refrigerators and 
other appliances in discount houses and 
bargain stores because they felt that they 
could not “go wrong” with the nation- 
ally advertised names. But taste in furni- 
ture is much more elusive and subtle 
because the brand names are not known; 
and, therefore, one’s taste is on trial. 
Rather than commit a glaring error in 
taste which would exhibit an ignorance 
of the correct status symbols, the same in- 
dividual who buys appliances in a dis- 
count house generally retreats to a status 
store for buying furniture. She needs the 
support of the store’s taste. 

In a very real sense, everyone of us 
in his consumption patterns and style of 
life shows an awareness that there is some 
kind of a superiority-inferiority system 
operating, and that we must observe the 
symbolic patterns of our own class. 

Lloyd Warner and Paul Lunt have 
described a six-class system: the Upper- 
Upper, or old families; Lower-Upper, or 
the newly arrived; Upper-Middle, mostly 
the professionals and successful business- 
men; Lower-Middle, or the white collar 
salaried class; Upper-Lower, or the wage 
earner, skilled worker group; and Lower- 
Lower, or the unskilled labor group.' 
For practical purposes, in order to deter- 
mine the individual’s class position, War- 
ner and his associates worked out a rating 
index, not based on amount of income 
bui rather on type of income, type of oc- 
cupation, house type, and place of resi- 
dence. 

Although the Warner thesis has been 
widely used in sociology, it has not gen- 
erally been employed in marketing. As 
a matter of fact, some critics in the social 


*W. Lloyd Warner and Paul Lunt, The Social 
Life of a Modern Community (New Haven: Yale 
University Press, 1950). Also, W. Lloyd Warner, 
Marchia Meeker, and Kenneth Eells, Social Class in 
America (Chicago: Science Research Associates, 
1949). 


sciences have held that, since Warner's 
thesis rested essentially on studies of 
smaller cities in the 10,000-25,000 class, 
this same system might not exist in the 
more complex metropolitan centers, or 
might not be unravelled by the same 
techniques. Furthermore, many market- 
ers did not see the application of this 
dimension to the individual’s economic 
behavior, since the studies of Warner 
and his associates had mostly been con- 
cerned with the differences in the broad 
patterns of living, the moral codes, etc. 


SOCIAL CLASS IN CHICAGO 

Under Warner's guidance, the Chicago 
Tribune has undertaken several exten- 
sive studies exploring social class in a 
metropolitan city, and its manifestations 
specifically in family buying patterns. 
The problem was to determine if such a 
social-class system did exist in metropoli- 
tan Chicago, if the dimensions and the 
relationships were at all similar to the 
smaller cities which were studied before 
the far-reaching social changes of the 
past fifteen years. The studies were un- 
dertaken to see if there were any class 
significances in the individual family’s 
spending-saving patterns, retail store loy- 
alties, and his expressions of taste in typi- 
cal areas such as automobiles, apparel, 
furniture, and house types. 

It seems that many an economist over- 
looks the possibility of any psychological 
differences between individuals resulting 
from different class membership. It is 
assumed that a rich man is simply a poor 
man with more money and that, given 
the same income, the poor man would 
behave exactly like the rich man. The 
Chicago Tribune studies crystallize a 
wealth of evidence from other sources 
that this is just not so, and that the 
Lower-Status person is profoundly differ- 
ent in his mode of thinking and his way 
of handling the world from the Middle- 
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Class individual. Where he buys and 
what he buys will differ not only by eco- 
nomics but in symbolic value. 

It shouid be understood, of course, that 
there are no hard and fast lines between 
the classes. Implicit in the notion of so- 
cial class in America is the possibility of 
movement from one class to another. 
The “office boy-to-president” saga is a 
cherished part of the American dream. 
Bobo Rockefeller illustrates the female 
counterpart: from coal miner’s daughter 
to socialite. As a corollary of the explora- 
tions in class, the study also tried to be 
definitive about the phenomenon of so- 
cial mobility—the movement from one 
class to another. 

There are numerous studies of vertical 
mobility from the level of sociological 
analysis, mostly by comparing the indi- 
vidual’s occupational status to that of his 
father. There are also studies at the level 
of psychological analysis. This study at- 
tempted to combine the two levels, to 
observe the individual’s progress and also 
to understand something of the dynamics 
of the mobile person as compared to the 
stable individual. The attempt was to 
look both backward and forward: tracing 
such factors as occupation, place of resi- 
dence, and religion back to parents and 
grandparents, and then where the family 
expected to be in the next five or ten 
years, what were the educational plans 
for each son, each daughter, a discussion 
of future goals. 

Because this article is confined _pri- 
marily to social class, this section may be 
concluded by saying that the studies 
show a very clear relationship between 
spend-saving aspirations and the factors 
of mobility-stability. 


FRAMEWORK OF STUDY 


Following are Warner's hypotheses and 
assumptions for the study: 


I. Assumptions about symbols and val- 
ues and about saving of money and 
accumulation of objects. 

Our society is acquisitive and pecu- 
niary. On the one hand, the values and 
beliefs of Americans are pulled toward 
the pole of the accumulation of money 
by increasing the amount of money in- 
come and reducing its outgo. On the 
other hand, American values emphasize 
the accumulation of objects and products 
of technology for display and consump- 
tion. The self-regard and self-esteem of 
a person and his family, as well as the 
public esteem and respect of a valued so- 
cial world around the accumulator, are 
increased or not by such symbols of ac- 
cumulation and consumption. 

The two sets of values, the accumula- 
tion of product symbols and the accumu- 
lation (saving) of money, may be, and 
usually are, in opposition. 

General working hypotheses stemming 
from these assumptions were: (1) People 
are distributed along a range accord- 
ing to the two-value components, run- 
ning from proportionately high savings, 
through mixed categories, to propor- 
tionately high accumulation of objects. 
(2) These value variations conform to so- 
cial and personality factors present in 
all Americans. 


II. Assumptions about product symbols, 
savers, and accumulations. 


American society is also characterized 
by social change, particularly technolog- 
ical change that moves in the direction 
of greater and greater production of 
more kinds and more numerous objects 
for consumption and accumulation. 

Hypothesis: New varieties of objects 
will be most readily accepted by the ac- 
cumulators, and most often opposed by 
the savers. 


‘a. 
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III, Assumptions about the social values 
of accumulators and savers. 


American society is characterized by 
basic cultural differences, one of them 
being social status. Social class levels are 
occupied by people, some of whom are 
upward mobile by intent and fact. Others 
are non-mobile, by intent and fact. The 
values which dictate judgments about 
actions, such as the kinds of objects which 
are consumed and accumulated, will vary 
by class level and the presence or absence 
of vertical mobility. 


IV. Assumptions about the personal val- 
ues of accumulators and savers. 


The personality components are dis- 
tributed through the class levels and 
through the mobility types. By relating 
the social and personality components, 
it is possible to state a series of hypoth- 
eses about accumulators and savers as 
they are related to the object world 
around them, particularly to objects 
which are new and old to the culture, 
those which are imposing or not and 
those which are predominantly for dis- 
play or for consumption. - 

At the direct, practical level, all of 
_ these theoretical questions can be sum- 
marized by one basic question: What 
kinds of things are people likely to buy 
and not buy if they are in given class po- 
sitions and if they are or are not socially 
mobile? In other words, what is the effect 
on purchasing behavior of being in a 
particular social class, and being mobile 
or non-mobile? 

If this is the crucial question, theoreti- 
cally grounded, then a whole series of 
hypotheses can be laid out concerning 
values about money and values about 
buying various kinds of objects for con- 
sumption and for display. Some of these 
are: 


1. There will be a relationship between 
values held by a particular subject and 
the extent to which particular products 
exemplify those values. 


. There is a differential hierarchy of things 
for which it is worth spending money. 


. Veblen’s theory that conspicuous ex- 
penditure is largely applied to the Upper 
Class is erroneous. It runs all the way 
through our social system. 


From these statements certain other hy- 
potheses follow: 


4. At different class levels, symbols of mo- 
bility will differ. 

There is a differential hierarchy of things 
on which it is worth spending money. Class 
and mobility will be two of the dimensions 
that will differentiate—also personality and 
cultural background. 


5. The place in the home where these sym- 
bols will be displayed will shift at differ- 
ent class levels. 


The underlying assumption here is that 
there is a hierarchy of importance in the 
rooms of the house. This hierarchy varies 
with social class, mobility, age, ethnicity. 
The studies also revealed clear-cut patterns 
of taste for lamps, furnishings, house types, 
etc. 


6. The non-mobile people tend to rational- 
ize purchases in terms of cost or economy. 


In other words, non-mobile people 
tend to be oriented more toward the pole 
of the accumulation of money. Purchases, 
then, are rationalized in terms of the sav- 
ings involved. 

The basic thesis of all the hypotheses 
on mobility is this: Whereas the stable 
individual would emphasize saving and 
security, the behavior of the mobile in- 
dividual is characterized by spending for 
various symbols of upward movement. 
All of the evidence turned up indicates 
that this difference in values does exist, 
and furthermore that notable differences 
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in personality dynamics are involved. 
For instance, the analysis of how families 
would make investments shows that 
stable people overwhelmingly prefer in- 
surance, the symbol of security. By con- 
trast, the mobile people at all levels pre- 
fer stocks, which are risk-taking. In 
Warner's words, the mobile individual 
acts as if he were free, white, and twenty- 
one, completely able to handle the world, 
and perfectly willing to gamble on him- 
self as a sure bet to succeed. 


CLASS PLACEMENT 


Returning to the factor of social class, 
in this study class placement was based 
on a multi-state probability area sample 
of metropolitan Chicago, involving 3,880 
households. It was found that the matter 
of placement could not be done by the 
relatively simple scoring sufficient for 
the smaller cities. To secure house typ- 
ings, it was necessary to provide the field 
investigators with photographs covering 
a wide range of dwelling types, all the 
way from exclusive apartments to rooms 
over stores. Because of the very complex- 
ity of metropolitan life, occupations pro- 
vided the biggest problem. To solve this 
operational problem, it was necessary to 
construct an exhaustive list of occupa- 
tional types involving degree of responsi- 
bility and training required by each. 
The data finally used to calculate the In- 
dex of Status Characteristics (ISC) were: 


(weighted by 5) 
Occupation (from 1 to 7 broad categories) 

(weighted by 4) 
Sources of Income (from 1 to 7 types) 

(weighted by 3) 
Housing Type (from 1 to 7 types) 


The sum of the individual's weighted 
scores was used to predict his social class 
level as follows:* 


* Dr. Bevode McCall helped to solve the ISC scor- 
ing problem for Metropolitan Chicago. 


a basis of social class dynamics. For in- 


ISC Scores Predicted social class placement 
12-21 Upper Class 
22-37 Upper- Middle Class 
38-51 Lower- Middle Class 
52-66 Upper-Lower Class 
67-84 Lower-Lower Class 


The study very clearly shows that there 
is a social-class system operative in a 
metropolitan area which can be delin- 
eated. Furthermore, class membership is 
an important determinant of the indi- 
vidual’s economic behavior, even more 
so than in the smaller city. The one de- 
partment store in the smaller city may 
satisfy almost everyone, whereas in the 
metropolitan city the stores become 
sharply differentiated. 

This is the social-class structure of 
Metropolitan Chicago, typifying the 
transformation of the formerly agrarian 
Midwestern cities from Pittsburgh to 
Kansas City into a series of big mill- 
towns: 


Upper and Upper-Middle ......... 8.1%, 
28.4%, 


While the Old Families and the Newly 
Arrived are still recognizable as types, 
they constitute less than 1 per cent of the 
population. A similar study in Kansas 
City turned up so few that they could 
not be counted at all. On the other hand, 
we see the emergence of a seventh class, 
the Upper-Lower “Stars” or Light-Blue 
Collar Workers. They are the spokesmen 
of the Upper-Lower Class groups—high 
income individuals, who have the in- 
come for more ostentatious living than 
the average factory worker but who lack 
the personal skills or desire for high 
status by social mobility. 

There is certainly a rough correlation 
between income and social class. But so- 
cial class is a much richer dimension of 
meaning. There are so many facets of 
behavior which are explicable only on 
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stance, this analysis of the purchase of 
household appliances in Chicago over a 
four-year period shows a very different 
picture by income and by class: 


Nine Appliance Types—Four-Year Period 


By Income 
17.8% 
By Social Class 
Upper and Upper-Middle ......... 16.6% 
45.7% 


Income analysis shows that the lowest 
income group represents an understand- 
ably smaller market, but nevertheless a 
market. Social-class analysis highlights a 
fundamental difference in attitudes to- 
ward the home between the two lower 
classes. The Upper-Lower Class man sees 
his home as his castle, his anchor to the 
world, and he loads it down with hard- 
ware—solid heavy appliances—as his sym- 
bols of security. The Lower-Lower Class 
individual is far less interested in his 
castle, and is more likely to spend his in- 
come for flashy clothes or an automobile. 
He is less property-minded, and he has 
less feeling about buying and maintain- 
ing a home. 

Several Tribune studies have explored 
the way of life and the buying behavior 
in many new suburbs and communities. 
All of them quickly become stratified 
along social-class and mobility dimen- 
sions, and, therefore, differ tremendously 
among themselves. Fortune has reported 
on Park Forest, Illinois, a middle-class 
suburb of 30,000 and only ten years old. 
It is characterized by high degrees of 
both upward and geographical mobility. 
The people are overwhelmingly those 
who had moved from other parts of the 
United States, who had few local roots, 
and who consequently wanted to inte- 
grate themselves in friendship groups. 


But this was not typical of the new Lower- 
Status suburbs where the women did 
relatively little fraternizing. It was not 
typical of the new Upper-Middle Class 
mobile suburbs where the people were 
preoccupied with status symbols, not in 
submerging themselves in the group. 

One new community had crystallized 
as being for Higher-Status Negroes. This 
was a resettlement project with relatively 
high rents for Negroes. Eighty-five per 
cent of them had come from the South 
where social class was compressed. But, 
as soon as they came to Chicago, the class 
system opened up and they were anxious 
to establish a social distance between 
themselves and other Negroes. Almost all 
of them said they enjoyed the “peace and 
quiet” of their neighborhood, which was 
their way of insisting that they were not 
like the “noisy” lower-class Negroes. They 
deliberately avoided the stores patronized 
by other Negroes. 


CHOICE OF STORE 
All of these studies reveal the close re- 
lation between choice of store, patterns 
of spending, and class membership. In 
the probability sample delineating social 
class, such questions were asked in the 
total metropolitan area as: 


“If you were shopping for a good dress, at 
which store would you be most likely to 
find what you wanted?” 

“For an everyday dress?” 

“For living room furniture?” 

“At which store do you buy most of your 
groceries?” 

To assume that all persons would wish 
to shop at the glamorous High-Status 
stores is utterly wrong. People are very 
realistic in the way they match their 
values and expectations with the status 
of the store. The woman shopper has a 
considerable range of ideas about depart- 
ment stores; but these generally become 
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organized on a scale ranking from very 
High-Social Status to the Lowest-Status 
and prestige. The social status of the de- 
partment store becomes the primary basis 
for its definition by the shopper. “his is 
also true of men’s and women’s apparel 
stores, and furniture stores, on the basis 
of customer profiles. The shopper is not 
going to take a chance feeling out of 
place by going to a store where she might 
not fit. 

No matter what economics are in- 
volved, she asks herself who are the other 
customers in the store, what sort of treat- 
ment can she expect at the hands of the 
clerks, will the merchandise be the best 
-of everything, or lower priced and hence 
lower quality? Stores are described as 
being for the rich, for the average ordi- 
nary people, or for those who have to 
stretch their pennies. 

The most important function of retail 
advertising today, when prices and qual- 
ity have become so standard, is to permit 
the shopper to make social-class identifi- 
cation. This she can do from the tone 
and physical character of the advertising. 
Of course, there is also the factor of psy- 
chological identification. Two people in 
the same social class may want different 
stores. One may prefer a conservative 
store, one may want the most advanced 
styling. But neither will go to stores 
where they do not “fit,” in a social-class 
sense. 

In contrast to the independent food 
retailer, who obviously adapts to the 
status of the neighborhood, the chain 
grocers generally invade many income 
areas with their stores. Nevertheless, cus- 
tomer profiles show that each chain ac- 
quires a status definition. The two larg- 
est grocery chains in the Chicago area 
‘are A. & P. and Jewel; yet they draw very 
different customer bodies. A. & P. is 
strong with the mass market, whereas 


Jewel has its strength among the Middle 
Class. 

While the national brand can and 
often does cut across classes, one can 
think of many product types and services 
which do have social class labels. The 
Upper-Middle Class person rarely travels 
by motor coach because none of his asso- 
ciates do so, even though there is cer- 
tainly nothing wrong with this mode of 
transportation. On the other hand, even 
with low air-coach fares, one does not see 
many factory workers or day laborers on 
vacation around airports. Such sales suc- 
cesses as vodka and tonic water, and 
men’s deodorants and foreign sports cars, 
were accomplished without benefit of 
much buying from this part of the mar- 
ket. 

COMMUNICATION SKILLS 


There is also a relation between class 
and communication abilities which has 
significance for marketing. The kind of 
super-sophisticated and clever advertis- 
ing which appears in the New Yorker 
and Esquire is almost meaningless to 
Lower-Status people. They cannot com- 
prehend the subtle humor; they are 
baffled by the bizarre art. They have a 
different symbol system, a very different 
approach to humor. In no sense does this 
imply that they lack intelligence or wit. 
Rather their communication skills have 
just been pressed into a different mold. 

Here again, style of advertising helps 
the individual to make class identifica- 
tion. Most of the really big local televi- 
sion success stories in Chicago have been 
achieved by personalities who radiate to 
the mass that this is where they belong. 
These self-made businessmen who do the 
announcing for their own shows com- 
municate wonderfully well with the mass 
audience. While many listeners switch 
off their lengthy and personal commer- 
cials, these same mannerisms tell the 
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Lower-Status individual that here is 
someone just like himself, who under- 
stands him. 

Social Research, Inc., has frequently 
discussed the class problem in marketing 
by dividing the population into Upper- 
Middle or quality market; the middle 
majority which combines both the Lower- 
Middle and Upper-Lower; and then the 
Lower-Lower. The distinction should be 
drawn between the Middle Classes and 
the Lower-Status groups. In several dozen 
of these store profiles, there is scarcely an 
instance where a store has appeal to the 
Lower-Middle and Upper-Lower classes 
with anything like the same strength. 

It would be better to make the break 
between the Middle Class, representing 
one-third of the population and the 
Lower-Status or Working-Class or Wage- 
Earner group, representing two-thirds of 
metropolitan Chicago. This permits some 
psychological distinctions to be drawn 
between the Middle-Class individual and 
the individual who is not a part of the 
Middle-Class system of values. Even 
though this is the dominant American 
value system, even though Middle-Class 
Americans have been taught by their 
parents that it is the only value system, 
this Lower-Status individual does not 
necessarily subscribe to it. 


WHO SAVES, WHO SPENDS? 

Another important set of behavioral 
distinctions related to social class posi- 
tion was revealed in the “‘save-spend as- 
piration” study. The question was asked: 
“Suppose your income was doubled for 
the next ten years, what would you do 
with the increased income?” This is a 
fantasy question taken out of the realm 
of any pressing economic situation to re- 
flect aspirations about money. The cod- 
ing broke down the answers to this ques- 
tion into five general categories: (1) the 


mode of saving, (2) the purpose of sav- 
ing, (3) spending which would consoli- 
date past gains, meet present defensive 
needs, prepare for future self-advance- 
ment, (4) spending which is “self-indul- 
gent-centered,” (5) spending which is 
“house-centered.” 

Here are some of our findings:* The 
higher the individual's class position, the 
more likely is he to express some saving 
aspirations. Conversely, the lower his 
class position, the more likely is he to 
mention spending only. Moreover the 
higher the status, the more likely is the 
individual to specify how he will save his 
money, which is indicative of the more 
elaborate financial learning required of 
higher status. 

Proceeding from the more general 
categories (such as saving versus spend- 
ing only) to more specific categories (such 
as non-investment versus investment sav- 
ing and the even more specific stock 
versus real estate investment, etc.) an in- 
creasingly sharper class differentiation is 
found. It is primarily non-investment 
saving which appeals to the Lower-Status 
person. Investment saving, on the other 
hand, appeals above all to the Upper- 
Status person. 

Investors almost always specify how 
they will invest. And here in mode of in- 
vestment are examples of the most 
sharply class-differentiated preferences. 
Intangible forms of investment like stock 
and insurance are very clearly distin- 
guished as Upper-Status investments. 
Nearly four times as many Upper-Mid- 
dles select insurance as would be ex- 
pected by chance, whereas only one-fifth 
of the Lower-Lowers select it as would 
be expected by chance. By contrast, 
Lower-Status people have far greater 

*The saving-spending aspiration analysis was 


carried out by Roger Coup, graduate student at 
the University of Chicago. 
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preference for tangible investments, spe- 
cifically ownership of real estate, a farm, 
or a business. 

To sum up, Middle-Class people usu- 
ally have a place in their aspirations for 
some form of saving. This saving is most 
often in the form of investment, where 
there is a risk, long-term involvement, 
and the possibility of higher return. Sav- 
ing, investment saving, and intangible 
investment saving—successively each of 
these become for them increasingly sym- 
bols of their higher status. 

The aspirations of the Lower-Status 
person are just as often for spending as 
they are for saving. This saving is usually 
a non-investment saving where there is 
almost no risk, funds can be quickly con- 
verted to spendable cash, and returns are 
small. When the Lower-Status person 
does invest his savings, he will be specific 
about the mode of investment, and is 
very likely to prefer something tangible 
and concrete—something he can point 
at and readily display. 

Turning from mode of saving to pur- 
pose of saving, very significant class re- 
lationships are likewise evident. Consider 
the verbalization of saving purpose. Low- 
er-Status people typically explain why 
one should save—why the very act of sav- 
ing is important. On the other hand, 
Middle-Class people do not, as if saving 
is an end-in-itself, the merits of which 
are obvious and need not be justified. 

Spending is the other side of the coin. 
Analysis of what people say they will 
spend for shows similar class-related de- 
sires. All classes mention concrete, ma- 
terial artifacts such as a new car, some 
new appliance. But the Lower-Status peo- 
ple stop here. Their accumulations are 
artifact-centered, whereas Middle-Class 
spending-mentions are experience-cen- 
tered. This is spending where one is left 
typically with only a memory. It would 


include hobbies, recreation, self-educa- 
tion and travel. The wish to travel, and 
particularly foreign travel, is almost to- 
tally a Middle-Class aspiration. 

Even in their fantasies, people are gov- 
erned by class membership. In his day- 
dreaming and wishful thinking, the 
Lower-Status individual will aspire in 
different patterns from the Middle-Class 
individual. 


PSYCHOLOGICAL DIFFERENCES 

This spending-saving analysis has very 
obvious psychological implications to dif- 
ferentiate between the classes. Saving it- 
self generally suggests foresightedness, 
the ability to perceive long-term needs 
and goals. Non-investment saving has 
the characteristics of little risk-taking 
and of ready conversion, at no loss, into 
immediate expenditures—the mo. .ey can 
be drawn out of the account whenever 
the bank is open. Investment spending, 
on the other hand, has the characteristics 
of risk-taking (a gamble for greater re- 
turns) and of delayed conversion, with 
possible loss, to expenditures on immedi- 
ate needs. 

Here are some psychological contrasts 
between two different social groups: 


Middle-Class 
- Pointed to the future 
. His viewpoint embraces a long expanse of time 
More urban identification 
Stresses rationality 
. Has a well-structured sense of the universe 
Horizons vastly extended or not limited 
. Greater sense of choice-making 
. Self-confident, willing to take risks 
. Immaterial and abstract in his thinking 
. Sees himself tied to national happenings 


Lower-Status 
. Pointed to the present and past 
. Lives and thinks in a short expanse of time 
. More rural in identification 
Non-rational essentially 
Vague and unclear structuring of the world 
. Horizons sharply defined and limited 
. Limited sense of choice-making 
. Very much concerned with security and inse- 
curity 
. Concrete and perceptive in his thinki 
. World revolves around his family and y 
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CONCLUSIONS 


The essential purpose of this article 
was to develop three basic premises which 
are highly significant for marketing: 

I. There is a social-class system opera- 
tive in metropolitan markets, which can 
be isolated and described. 

II. It is important to realize that there 
are far-reaching psychological differences 
between the various classes. They do not 
handle the world in the same fashion. 
They tend not to think in the same way. 
As one tries to communicate with the 
Lower-Status group, it is imperative to 
sense that their goals and mental proc- 
esses differ from the Middle-Class group. 

III. Consumption patterns operate as 
prestige symbols to define class member- 
ship, which is a more significant deter- 
minant of economic behavior than mere 
income. Each major department store, 
furniture store, and chain-grocery store 
has a different “pulling power” on differ- 
ent status groups. The usual customers 
of a store gradually direct the store’s mer- 
chandising policies into a pattern which 


works. The interaction between store 
policy and consumer acceptance results 
in the elimination of certain customer 
groups and the attraction of others, with 
a resulting equilibration around a rea- 
sonably stable core of specific customer 
groups who think of the store as appro- 
priate for them. 

Income has always been the marketer's 
handiest index to family consumption 
standards. But it is a far from accurate 
index. For instance, the bulk of the pop- 
ulation in a metropolitan market today 
will fall in the middle-income ranges. 
This will comprise not only the tradi- 
tional white collar worker, but the 
unionized craftsman and the semi-skilled 
worker with their tremendous income 
gains of the past decade. Income-wise, 
they may be in the same category. But 
their buying behavior, their tastes, their 
spending-saving aspirations can be poles 
apart. Social-class position and mobility- 
stability dimensions will reflect in much 
greater depth each individual's style of 
life. 
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THE PROPAGANDA FUNCTION IN MARKETING 
EDMUND D. McGARRY 


Advertising is more than a mere extension of personal selling techniques to the printed 


page or the television screen. The author maintains that it is a special form of propa- 
ganda, designed to gain and hold the allegiance of a mass market. He contends that its 
function is to persuade, not to present a balanced judgment. 

Advertising must convey its message through the use of symbols which stir the emo- 
tions and lead to action; but it forces the improvement of products to fit the changing 


needs of consumers. 


HE most controversial aspect of mar- 
is advertising. Ever since ad- 
vertising began to appear, moralists and 
critics have complained that it distorted 
people’s natural desires, misinformed 
them as to the products they needed, 
played upon their emotions, and led to 
waste of resources. 

Proponents of advertising, on the 
other hand, have argued that it is an eco- 
nomical method of distributing goods, 
that it provides entertainment, and ac- 
tually adds to the value of the goods 
advertised. The purpose here is not to 
discuss these issues directly, but rather 
to place the advertising process in its 
proper perspective as a function of mar- 
keting. 

Advertising as used today is primarily 
a type of propaganda. The essence of 
propaganda is that it conditions people 
to act in a way favorable to or desired by 
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Marketing,” in THE JOURNAL OF MARKETING 
(July, 1953). During 1958-59 the author is Visiting 
Professor of Marketing at the University of Arizona. 


the propagandist. It deliberately attempts 
to influence, persuade, and convince peo- 
ple to act in a way that they would not 
otherwise act. Propaganda had its birth . 
in the attempt of the church to propa- 
gate the faith. It is used by leaders who 
seek a following in politics, in religion, 
and in all affairs which require action by 
large bodies of people. 

In business it is used primarily by sell- 
ers to obtain a market by conditioning 
people in the market to accept the par- 
ticular products offered. The growth of 
new techniques of communication has 
greatly extended the range of propa- 
ganda penetration, has expanded the 
number of products advertised, and has 
increased the total amount of propaganda 
disseminated; but the aim of the mes- 
sages carried is essentially unchanged 
since the beginning of civilization. 

In fact, the use of force of argument 
instead of physical force marked the 
change from savagery to civilized living. 
“The creation of the world,” said Plato, 
“is the victory of persuasion over force.” 

The use of persuasion is part of man’s 
apparatus to adapt his way of life to 
change. Without some stimulus to ac- 
tion, man tends to be indifferent and 
apathetic to change, and unwilling to 
exert the effort which change necessi- 
tates. He prefers to follow his precondi- 
tioned routines rather than direct his ef- 
fort in some different way. There must 


131 


132 


THE JOURNAL OF MARKETING 


October 1958 


be some extra stimulus to action; and 
this stimulus is afforded either by com- 
pulsion of force or the threat of force, or 
by persuasion in the form of the written 
or spoken word. 


PROPAGANDA VERSUS EDUCATION 


Propaganda differs from education in 
that education presumably is oriented to- 
ward the dissemination of “truth’’—dis- 
passionate, objective, and unbiased. Pure 
education takes an impartial non-partisan 
point of view. It is not prejudiced; it has 
no slant. Yet all of us know that educa- 
tion must persuade to get students to 
study; it must propagandize to get funds. 

Propaganda, on the other hand, by 
definition is biased, partial, and one 
sided. It has an axe to grind; therefore, 
it is always controversial. But unlike edu- 
cation, in which there is no sponsor, the 
sponsor of propaganda, particularly ad- 
vertising propaganda, is known. And 
everyone knows what the sponsor is try: 
ing to do, what his motives are, and how 
he would like others to act. The sponsot 
of commercial propaganda must identify 
himself and the product he advertises. 
and he must take the responsibility for 
it; otherwise, his propaganda cannot be 
directed to his purpose. 

Every advertisement is designed to 
predispose its readers to a favorable con 
sideration of its sponsor and his product. 
It is deliberately planned to make its 
readers and listeners take sides—to af- 
filiate and ally themselves under its ban- 
ner and to ignore all others. 

Advertising is the obtrusive display of 
the conflict of interests in the market 
place. It represents a parade of the con- 
testants in the battle for market suprem. 
acy, each imploring the audience to fol- 
low him. By its very nature advertising 
must be prejudiced in order to be po- 
tent. 


THE BARRAGE EFFECT OF PROPAGANDA 


Commercial propaganda is a social 
phenomenon, and its analysis must neces- 
sarily be in a social framework. It is, in 
fact, a part of our culture and at the 
same time exercises a considerable in- 
fluence on that culture. Professor David 
M. Potter speaks of it “as an instrument 
of social control comparable to the school 
and the church in the extent of its influ- 
ence upon society.” 

Like other types of propaganda, adver- 
tising has a barrage effect. Although it is 
designed primarily to induce people who 
have the money and the need to buy the 
product, its effect cannot usually be con- 
fined to these. It creates a pattern of 
thought in a much larger population. Its 
results are diffuse and pervasive rather 
than selective. Because of this diffusion, 
many who are not in a position to buy, 
read, or listen to the advertisement, and 
many others who do not see or hear the 
message directly, learn of it from others 
by word of mouth. 

Moreover, the pattern of thought cre- 
ated by advertising is likely to last for an 
indefinite period. If consecutive appeals 
are used, the effect tends to be cumula- 
tive both because of the widening group 
which sees it and because of the intensi- 
fication of the impression it makes. This 
cumulative effect continues to a point of 
diminishing returns which is reached 
either through saturation of the market, 
through the counteracting influence of 
competing messages, or through the satu- 
ration of receptivity. 

There is another sense in which there 
is a spill-over of advertising effectiveness. 
This is what might be called the cross- 
product influence. It is said, for instance, 
that when vacuum cleaners were first ad- 
vertised the demand for brooms in- 


David M. Potter, People of Plenty (Chicago: 
University of Chicago Press, 1954), p. 168. 
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creased; the inference is that the promo- 
tion of cleanliness in the home leads to 
the increased sales of any product that 
enhances cleanliness. 

Still another type of spill-over effect is 
seen in the case of the firm selling a fam- 
ily of products in which the advertising 
of any one will increase to some extent 
the sales of other products in the same 
group. It seems probable also that the 
advertising of a particular brand influ- 
ences the sales of all other products in 
the same use-class, even if they are mar- 
keted by competitors. 

It would seem logical to assume that, 
when two competing advertisers attempt 
to promote their individual brands for a 
particular use, the impact will be greater 
than if only one is advertised; and, if the 
market can be expanded, the advertising 
of each will have a complementary ef- 
fect on that of the other. If this is true, 
then there is a cumulative effect of ad- 
vertising generally in the sense that, as 
more advertising is published, there is 
developed a greater propensity to pur- 
chase advertised goods of all kinds. The 
increase may be at the expense of non- 
advertised goods, it may be at the ex- 
pense of savings, or it may result in 
greater effort on the part of consumers to 
secure more income. 


Advertising versus Personal Selling 


Advertising today has to take a large 
part of the responsibility for making 
sales. To a great extent salesmen, partic- 
ularly at the retail level, have become 
anonymous persons—unknown either to 
the selling firm or to the buyer—who 
merely facilitate the sale by formally pre- 
senting the product and accepting pay- 
ment. The real job of adjusting the con- 
sumer to the product is done by the mass 
propaganda called advertising. 

In taking over the task formerly per- 


formed by the salesman, advertising 
must substitute symbolic language for 
the personal appeal of man-to-man at a 
point where the merchandise is itself 
present and the transaction takes place. 
The task of persuading the customer is 
pushed back in time to a point where it 
can be planned and partly executed 
months before the product reaches the 
market. It is removed in space from the 
point of sale to the business office, where 
the entire selling technique is planned 
and developed without benefit of the 
presence of the buyer. The sale must 
thus consist of an impersonalized mes- 
sage to thousands of unidentified poten- 
tial customers, who have no way of com- 
municating their impressions. 

Modern advertising has many tasks to 
perform, which do not arise when selling 
is done face-to-face at the point of sale: 


1. It must create or point out a need 
by identifying the circumstances under 
which it arises. 

2. It must link the need to the possibility 
of fulfilling it with a general product, so 
that when the need arises the respondent 
will think of the product that will fulfill 
it. 

3. It must differentiate the particular brand 
and its sponsor from other products 
which might satisfy the need approxi- 
mately as well. 

4- It must connect the particular branded 
product with the place and the condi- 
tions under which it can be obtained. 

5. It must show that the need is urgent and 
that the task of buying is easy. 

6. It must give a rational basis for action, 
for people do not like to buy goods 
which they cannot justify to their own 
consciences. 

7. It must stimulate the respondent to 
make a firm decision on which he will 
act at a later time. 


In accomplishing these tasks, adver- 
tising acts under the kleiglights of pub- 
licity. Unlike personal selling, where the 
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promotion is carried on in private be- 
tween two or more people, the messages 
publicized in advertising are conspicuous 
and cannot escape observation. This is 
one of the reasons why advertising comes 
in for a great deal of criticism that is 
equally relevant to selling on a personal 
basis. The so-called abuses which are 
concealed and disguised in the personal 
sales transaction are flaunted in the face 
of the public when they are published 
on the printed page or appear on the 
television screen. There is little doubt 
that there is more misrepresentation, de- 
ceit, and fraud in person-to-person sales 
relationships than in advertising. 


The Purpose of Advertising 


Commercial propaganda or advertis- 
ing had its genesis in the need of the 
mass producer to sell goods in large quan- 
tities, and competition of other goods 
forced him to resort to an anonymous 
market: an aggregation of people scat- 
tered geographically, and unknown and 
unidentified as individuals. These condi- 
tions, and the growing separation of the 
locus of production in time and space 
from the locus of consumption, necessi- 
tated some means of making an individ- 
ual manufacturer’s product known and 
thus assuring it a continuous market. 

Through the use of propaganda it was 
possible to create markets that were more 
stable than their component parts; for, 
although individual consumers are no- 
toriously whimsical in changing their 
minds, their reactions in the market as a 
whole tend to cancel each other out.* 

In order to accomplish these results 
the advertiser must use all the tools at his 
disposal. He must have an intimate un- 
derstanding of the product advertised 
and be able to sense these characteristics 


* Compare Neil H. Borden, The Economic Effects 
of Advertising (Chicago: Richard D. Irwin, 1942). 


whether inherent or inferred, which will 
fulfill the hopes and expectations of the 
potential owner and user. He must en- 
visage the product in its use-setting. He 
must comprehend and appreciate the na- 
ture of human behavior. And he must be 
able to use the tricks of his trade—often 
the same as, and always closely akin to, 
those used on the rostrum and in the 
pulpit. 

If the propaganda which the advertiser 
writes is to be effective, it must be ex- 
pressed in terms in which the consumer 
thinks, with the same overtones and ex- 
aggerations of the product that the well- 
disposed consumer will attribute to it. It 
must recognize that the consumer to 
whom it appeals is but imperfectly ra- 
tional, that he hates the labor of rational 
thinking, and that he is sometimes more 
impressed by what seems to others to be 
superficial than by the real merits of the 
product. 


RATIONAL VERSUS EMOTIONAL APPEALS 


In a broad, general sense advertising 
appeals either to man’s reason or to his 
emotion or to both. It is difficult, of 
course, to differentiate in any precise way 
between these; but generally speaking 
rational appeals seem more effective in 
deciding alternative means to ends rather 
than the ends themselves. Emotion, on 
the other hand, is usually the trigger to 
action, particularly when the actions 
mean a change of attitude on the part of 
the person. 

There are many road-blocks to actions 
based on rational appeals; for rational 
arguments tend to raise questions rather 
than to answer them. Emotional appeals, 
on the other hand, attempt to stimulate 
the individual to carry through impulses 
which he already has. Assuming that this 
is true, the rational appeal is likely to be 
more lasting and its secondary effect to 
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be stronger, because people are more 
likely to repeat rationalizations than they 
are to communicate their emotional feel- 
ings. 

Advertising is highly concentrated on 
marginal products, things that one can 
do without, things that can be purchased 
with free income after the more austere 
basic needs such as necessary food, hous- 
ing, clothing, etc., are taken care of.* It 
is these marginal products that give the 
real satisfactions in life. Even in the case 
of basic products, it is the exotic, the un- 
usual elements—the fringe benefits—that 
set one off from his fellow creatures and 
thus claim the attention of consumers. 


The Most Common Motives 


Some years ago Victor Schwab sug- 
gested that there were ten leading mo- 
tives or desires of the average consumer 
to which advertising must appeal in or- 
der to be effective:* 


1. Money and a better job. “There must 
always be some kind of short-cut to get- 
ting ahead faster.” 

2. Security in old age. “When I get along 
in years, I want to be able to take it 
easy.” 

3. Popularity. “It’s fun to be asked out all 
the time, to be wanted by everybody.” 

4. Praise from others. “Praise from others 
is a nice thing to get and I like to get it 
when I deserve it, and I often do.” 

5. More comfort. “A lot of people who are 
not as industrious or as capable as I am 
seem to have more comforts, so why 
shouldn't I spread myself once in a 
while?” 

6. Social advancement. “Where would a 
person be if he never tried to better 
himself and to meet and associate with 
better people?” 

7. Improved appearance. “It is awfully 

*F. P. Bishop, The Ethics of Advertising (London: 

Robert Hale, Ltd., 1949), p. 48. 
*Victor Schwab, “Ten Copy Appeals,” Printers’ 
Ink (December 17, 1943), pp. 17ff. 


nice to have people tell you how attrac- 
tive and well-dressed you are. If I had 
the time and money some people spend 
on themselves, I would show them.” 

8. Personal prestige. “I am going to see to 
it that my children can prove that they 
have parents they need never be ashamed 
of.” 


9. Better health. “I don’t feel any older 
than I did years ago, it’s just that I 
don’t seem to have the drive and energy 
I used to have.” 

10. Increased enjoyment. “1 work hard, I 
do the best I can about things so why 
shouldn’t I get as much enjoyment as 
I can?” 


Advertisers have found by trial and 
error that these types of appeals are ef- 
fective. It is evident that each appeal con- 
tains a bit of rationality with a large dose 
of sentimentality. The fact that these ap- 
peals are effective simply indicates that 
“the average human mind is a montage 
of hasty impressions, fuzzy generalities, 
bromidic wall-motto sentiments, self-jus- 
tifications and sentimentalities.”® It is 
out of this “jumble of ideas and feelings” 
that the advertiser must find a_back- 
ground for his appeals. 


More and Better Wants 


“The chief thing which the common- 
sense individual actually wants,” wrote 
Professor Frank H. Knight, “‘is not satis- 
factions for the wants which he has, but 
more and better wants. There is always 
really present and operative, though in 
the background of consciousness, the 
idea of, and desire for a new want to be 
striven for when the present objective is 
out of the way.’® Advertising attempts to 
present goods which are new or addi- 
tional in the consumers’ inventory of 
wants, and to indicate how they can be 

* Same reference, p. 17 


*Frank H. Knight, The Ethics of Competition 
(New York: Harpers, 1935), p. 22. 
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realized. In doing this, it both creates a 
want and the means of satisfying it. 

The fact that advertising concentrates 
its efforts on changing people’s customary 
wants has given rise to the contention 
that it corrupts people’s desires and stim- 
ulates so-called “artificial” consuming 
habits. But this argument is beside the 
point for, as Professor Knight has indi- 
cated, ‘there is no issue as between natu- 
ral and artificial wants. All human wants 
are more artificial than natural, and the 
expression ‘natural wants,’ if it has any 
meaning, can only refer to those of beasts. 
By the same token, human wants are 
more sentimental than real.’”* 

Most people have always lived rather 
drab and unimaginative lives. The so- 
called golden ages of history were golden 
only to the few. The great masses lived 
by drudgery, and thought in terms of 
only the elemental emotions such as hun- 
ger and comfort. The so-called ‘“demo- 
cratic way of life” rests simply on the 
idea that our present economy is oriented 
to change the thinking of these masses. 
Propaganda, if it is to be effective, must 
appeal to the masses in the terms of their 
own mental processes. 

It is sometimes alleged also that, 
through advertising, businessmen foist 
on people goods they do not want. This, 
of course, is sheer nonsense. There are, 
in fact, few acts necessarily more delib- 
erate than that of the consumer's action 
in response to advertising. 

Picture the consumer in his living 
room reading a magazine advertisement. 
He has had to choose the particular mag- 
azine, and pay for it; he has had to select 
from among the hundreds of pages those 
he wishes to yead, and he can either ac- 
cept or reject the arguments presented. 
Assuming that he accepts them and re- 
solves to make the purchase, he must still 


* Same reference, p. 103. 


wait hours or even days before an oppor- 
tune time arises to make the purchase. 
During the interval between the time he 
reads the advertisement and the time he 
undertakes the overt act of buying, be is 
entirely outside the influence of the mes- 
sage and may deliberate and search his 
soul to his heart’s content either in pri- 
vate or in consultation with his friends. 
There is not even mass psychology to 
influence him. He is a free agent and 
there is no possibility of coercion, duress, 
or constraint of any kind. 

But the impossibility of advertising to 
force consumers to buy what they do not 
want should not be confused with the 
fact that advertisers sometime overstep 
the bounds of propriety to make claims 
for their products which cannot be justi- 
fied. In some product areas effective pro- 
‘ection has been provided by law, but in 
general the chief defense of the consumer 
lies in his own discrimination of whom 
he will patronize or refuse to patronize. 


THE LARGER SYSTEM OF BELIEFS 


In discussing propaganda generally, 
psychologists Krech and Crutchfield state 
that “suggestions which are accepted as 
a consequence of propaganda tend to be 
in harmony with some larger system of 
beliefs or some already existing predis- 
position, and therefore presumably with 
the major needs and interests of the sub- 

To put this another way, at any given 
time the subject of propaganda has many 
prejudices, beliefs, and attitudes of dif- 
ferent intensities. Some are deeply en- 
trenched, while others are at a superficial 
level. The more deeply entrenched these 
predispositions are, the more difficult it 
will be to change them, and some seem 

*D. K. Krech and R. S. Crutchfield, Theory and 
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to be entrenched so deeply that they can- 
not be changed by propaganda at all. 

Since it is easier and less expensive to 
modify existing predispositions than to 
oppose them, propagandists find it ex- 
pedient to fit their messages into the 
current pattern of thinking rather than 
oppose it head on. It is for this reason 
that most changes in attitudes and wants 
achieved by advertising are almost im- 
perceptible, and can be objectively ob- 
served only over a period of time. 

Both in the selection of the charac- 
teristics of the product to promote and 
in the framing of appeals, the advertiser 
must give attention to consumers’ pre- 
conceived ideas of what they want. He 
develops his product and its appeals to 
fit into these ideas and to project them 
further. If his advertising is successful in 
selling his product, competitors will find 
it necessary to discover other new prod- 
ucts or new characteristics of old prod- 
ucts, likewise in line with consumers’ 
ideas, as a basis for their counter-propa- 
ganda. Thus, competition in advertising 
tends to develop a constantly increasing 
improvement of the product to fit con- 
sumers’ wants, while at the same time it 
raises the standards of wants in the con- 
sumers’ minds. 


Discounting the Message 


The very mass of advertising and the 
great amount that comes to the attention 
of consumers is often open to criticism. 
Critics ask, for instance, “Is there no 
limit to the increasing din of the market 
place?” “Will it continue until all busi- 
nesses are wasting their substance and 
crying their wares?” “Are there no anti- 
dotes for this infectious disease?’ We 
suspect there are. 

The editor of Harper's Magazine, puts 
it this way: “Perhaps, however, we will 
in the long run have reason to be grate- 


ful to the copywriters and press agents, 
even the worst of them. It may turn out 
that thanks to advertising and public 
relations, the American people will be- 
come the first people in history to be 
impervious to propaganda. Maybe it isn’t 
such a bad thing that the advertisers and 
other word-manipulators have got us to 
the point that we never take words quite 
at their face value. In all events, it is 
hard to imagine that the people inured 
to American advertising would whole- 
heartedly believe the kind of promises 
and assurances, whereby Hitler and 
Stalin have enslaved two great nations in 
our time.””® 

When two advertisers say approxi- 
mately the same things about their prod- 
uct, the message of one tends to neutral- 
ize that of the other, and the public 
learns to discount what is said by both. 
In a free world the right to persuade and 
be persuaded is one of the essential free- 
doms. We assume that each of us has the 
mentality and the fortitude to choose— 
to accept or reject what he hears or what 
he reads. 

Each has the right to act or to refuse 
to act on the basis of all the propaganda 
he absorbs, whether it is in the form of 
advertising or word-of-mouth gossip. 
That he often rejects propaganda is a 
matter of record. But we assume that, 
whether a person acts wisely or foolishly, 
he will take the responsibility for the act 
and that he himself will reap the benefits 
or the penalties of his action. For this 
reason he will eventually learn to listen 
more discriminatingly and act more 
wisely in the light of all the information 
available. 


EFFECT ON MEDIA CONTENT 


It is sometimes alleged that advertis- 
ing, because it pays most of the cost of 


*Robert Amory, Jr., “Personal and Otherwise,” 
Harper's Magazine (September, 1948), p. 6. 
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magazines and newspapers, dominates 
and controls the information in these 
media. It is said that, since the advertiser 
pays the piper, he must call the tune. 

Actually this is seldom true because 
the medium that publishes biased or 
slanted news tends to lose its circulation 
when its bias becomes known, and in 
this way it ceases to be an effective means 
of communication. Even the most severe 
critics of advertising admit that this type 
of direct and overt influence is pretty 
well eliminated by the intense competi- 
tion among media themselves. 

The effect of advertising on news con- 
tent and editorial opinion is far more 
indirect and subtle. Editors themselves 
are human and they live in the same 
environment as the rest of us. They, too, 
are subject to the propaganda which all 
of us read; and it would be too much to 
expect that they are not influenced in 
a general way by what they read. As a 
part of the total environment it tends to 
set a point of view which is not unfavora- 
ble to advertising. 


The Function of Media 


From the advertiser's point of view, 
the function of the newspaper, the maga- 
zine, the broadcasting station, or any 
other medium of publication is to gather 
a crowd or furnish an audience.’® Once 
the crowd has gathered, it must be enter- 
tained, amused, or at least interested 
enough to hold together while the ad- 
vertiser’s message is being delivered. The 
need for holding the audience arises 
from the fact that advertising is selective, 
in the sense that a specific message is 
likely to have an appeal only to a scat- 
tered few among the many in the crowd. 
As for the many others who have no need 
or interest in the particular product, they 


’ See G. B. Hotchkiss, Milestones of Marketing 
(New York: Macmillan, 1938), p. 10. 


become bored and resentful that their 
attention has been disrupted. 

The fact that advertising is selective in 
its expectations, though not in its aims, 
means that its impact on those to whom 
the message does not apply or who do 
not care to listen ranges from irritation 
to exasperation. From the listener's point 
of view, it is an unwarranted intrusion 
on their privacy, by some “jerk’”” who 
wants to sell something. 

Therefore, the advertiser must use 
every art he can contrive to make his 
message palatable, even to those who do 
not want to listen; and at the same time 
he searches for a vehicle which will cap- 
ture and hold his audience while he gives 
them “the works.” In rare cases he is 
able to convert his message into news 
which is interesting and entertaining in 
itself; but often there is a trail of re- 
sentment left in the listener's mind, and 
he deliberately tries to develop some 
means of shutting out the message from 
his consciousness. The result is that a 
great deal of advertising never passes the 
threshold of the reader's or the listener's 
consciousness. 

Although there is danger of exagger- 
ating the importance of advertising in 
causing certain changes in our culture, it 
would be erroneous to conclude that its 
influence is negligible. Advertising is so 
prevalent, so pervasive, so extensive, and 
so conspicuous that it would be absurd 
to argue that it does not affect our atti- 
tudes. 

On the other hand, the fact that ad- 
vertising, in order to be successful and 
economical, “must be in harmony with 
some larger system of beliefs or some al- 
ready existing predisposition” indicates 
that its influence is tangential rather 
than direct, that it tends to fit in with 
and supplement other motivational in- 
fluences rather than act as an independ- 
ent force. 
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EFFECT ON CONSUMER STANDARDS 


Advertising, both for individual prod- 
ucts and in the aggregate, appeals to the 
anticipatory aspirations of the group." 
It offers goals of attainment that would 
not otherwise be thought of. It sets up 
ideals to be sought after. Its appeals are 
designed to stimulate action which will 
result in a more comfortable, congenial, 
and satisfying life. 

Thus, in the aggregate it creates an 
ever-expanding series of aspirations for 
the future. In doing this, it shapes the 
standards of living for the future; and, 
since man lives largely in a world of 
anticipation, it lays the basis for much 
of his enjoyment. 

In American business, commercial 
propaganda is part and parcel of the 
mass-production process. Our present 
American business could no more oper- 
ate without advertising than it could 
without the automatic machine or the 
assembly line. By means of this propa- 
ganda, the millions of people coming 
from many nations and races and diverse 
backgrounds are conditioned to want 
sufficient amounts of a given standard- 
ized product to make it possible to pro- 
duce that product at a fraction of the 
cost which would otherwise be necessary. 

If left without such propaganda as is 
found in advertising, people would not 
choose the same products they do choose. 
Whether they would choose the same 
product at a later date is purely a matter 
of conjecture, but it seems unlikely. If 
it is assumed that without advertising 
they would choose something different, 
then no producer would be able to se- 
cure sufficient production to provide 
these diverse things at prices people 
could afford to pay. This is another way 

™See Wroe Alderson, Marketing Behavior and 
Executive Action (Homewood, Ill.: Richard D. Ir- 
win, 1957), p- 276ff. 


of saying that standardization of wants: 
through advertising is in part the basis 
for the economies which come through 
mass production. 

In spite of the necessity that people's 
wants be so standardized as to secure 
mass production, the enormous market 
and the high-level purchasing power 
available in America have enabled firms 
to proliferate these standards and to offer 
a wider variety of goods for sale than 
would be possible even under a handi- 
craft system where goods are presumably 
made to fit the consumer’s specifications. 

Incidentally, the assumption some- 
times made, that people would make 
wiser choices if there were no advertis- 
ing, ignores the fact that preconceived 
notions of what they want have them- 
selves been formed by other types of 
propaganda and other influences no less 
biased and no more rational than the 
propaganda used by sellers. 

As people get more income, and as 
competition becomes stronger among 
sellers for a share of this income, adjust- 
ment of goods to the consumer becomes 
finer. More attention is given to the 
marginal aspects of goods. New quality 
standards are developed in terms of their 
psychological rather than their utili- 
tarian values. For instance, people in 
buying shoes are often more interested 
in style and how they look to others than 
in comfort and durability, which are 
likely to be taken for granted. 

These types of desires are often hidden 
and so subtle that sellers are faced with 
a continuously changing market, difficult 
to interpret and almost impossible to 
predict. They are thus forced to offer 
their products with infinite variations in 
characteristics and appeals. To the con- 
sumer, the opportunity to choose from 
this vast variety of products is itself a 
major element in his standard of living, 
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How does our farm market fit into a dynamic economy made up of 172,700,000 people, 


plus the resources, social organization, skills—and the urge—to improve their living con- 


ditions continuously? 


Why is it called a twin market? How can purchasing power and variety of goods 
purchased increase with a decreasing number of farms and people? Has the income of 
those on farms gone up or down recently? How much of their income is from farm op- 
erations? How does the balance sheet for agriculture look? 


A DYNAMIC ECONOMY 


Fx from having reached the stage of 
hopeless senility attributed to it in 
the go’s, our economy has just passed 
through its awkward production-oriented 
youth into the early stages of a very dy- 
namic market-oriented adulthood. The 
American economist Simon N. Patten! 
would say we have progressed from a 
pain- to a pleasure-economy. In fact, we 
have reached a temporary stage of agri- 
cultural surpluses and the problem of 
disposing of them. 


*“Professor Patten’s Theory of Social Forces,” Jn- 
ternational Journal of Ethics, April, 1897. 
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These are the kinds of questions answered here. 


People 


Population is the first element of a 
nation’s growth and worth—provided 
that population has the social organiza- 
tion, machines, power, skills, capital, 
arable land, access to raw materials, and 
the urge to be economically productive 
or to improve its living conditions. Our 
rapidly growing population has these 
characteristics and resources in abun- 
dance. Such a combination gives birth to 
a dynamic economy with an increasing 
productivity, a growing consumer pur- 
chasing power, and a rapidly expanding 
market for goods and services. 

Our population doubled during the 
first half of the century. By the close of 
1957 we numbered 172,700,000. Our 
annual increase has reached 3,000,000. 
This is equivalent to adding a new city 
of 61,225 to each of our states and the 
District of Columbia yearly. At these 
rates our population should exceed 
190,000,000 by 1965, and 220,000,000 by 
1975- 


Productivity 


Our productivity increase has far out- 
run our impressive population growth. 
With seven times as many people em- 
ployed, but working a little more than 
half as many hours, we are producing 
fifty times as much as we did a century 
ago. Since 1900 our population has in- 
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creased 127 per cent, but our physical 
output has grown more than 700 per 
cent. Agriculture has had a more than 
generous share of these increases in both 
output per-man-hour and yield-per-acre. 
So long as these productivity gains are 
fairly distributed among labor, manage- 
ment, and capital, the purchasing power 
of our markets will continue to expand 
at a rapid rate. 


The Market Structure 


The total market which is the expand- 
ing foundation for this vigorous econ- 
omy is really the aggregate of three dif- 
ferent markets, each with distinctive 
characteristics and each requiring differ- 
ent marketing approaches. Two of the 
three, the consumer market and the in- 
dustrial market—and particularly the 
former—get more than their fair share of 
emphasis in our marketing policies, 
plans, and literature. The third, the farm 
market, seems to labor along under the 
handicap of the legal maxim, “He who 
loses by his own negligence is not con- 
sidered to have suffered any damage.” 
That may be a good concept in law but 
it is a poor and expensive one in market- 
ing. 


WHAT IS THE FARM MARKET? 


Farm Population 


The proportion of our population on 
farms has decreased from 95 per cent at 
our birth as a nation to 12 per cent today. 
In a single year—April, 1956, to April, 
1957—our population living on farms de- 
creased by 3,012,000, or from 13.3 per 
cent of the total population to the pres- 
ent 12.0 per cent. 

Only seven years ago 16.6 per cent of 
our people were living on farms. The 
trend from the farm will continue in- 
definitely. 

About 20,396,000 people now live on 
farms, compared with 25,058,000 in 
1950, and the peak of 32,530,000 in 1916. 


After gradual decline to 30,529,000 in 
1930 there came the back-to-the-farm 
movement of the “Great Depression” 
with another peak of 32,393,000 in 1933. 
The decline has been steady since 1933. 
Rural farm households decreased on an 
average of about 150,000 a year between 
1950 and 1957, while non-farm house- 
holds were increasing by almost a mil- 
lion a year. 

Mechanization, electrification, irriga- 
tion, better fertilizers, better pesticides, 
better breeding, better foods, and better 
methods have vastly increased the pro- 
ductivity and purchasing power of farm- 
ers. This increase in purchasing power 
far more than offsets the numerical 
shrinkage in farmers. If the maximum 
economic advantages are to be secured 
for both the farmer and the national 
economy from our technological ad- 
vances in agriculture, still more people 
must leave our farms or take up other 
occupations. Otherwise many of the po- 
tential gains of increasing productivity 
will be lost. 


The Twin Market 


The farm market is a twin market. 
One twin is consumer, the other indus- 
trial. 

Consumer goods are purchased by the 
farmer and his household for the satisfac- 
tion and gratification of family personal 
wants and needs. At the same time, the 
farmer in his role as a businessman buys 
a variety of products and services to use 
in his job of raising the nation’s food, 
feed, and raw materials. The buying mo- 
tives that impel the purchase of auto- 
mobiles, television, food, and entertain- 
ment are quite different from those 
which govern the decisions to buy ferti- 
lizers, pesticides, forage harvesters, and 
tractors. 

The growth and expansion of the 
industrial half of the farm market, as is 
true of practically all industrial markets, 
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is primarily the result of, rather than the 
cause of, the growth and prosperity of 
the total consumer market. The demand 
for industrial goods is a derived rather 
than a direct demand. When retail cash 
registers slow down, so do the output and 
purchases of farms and factories, chemi- 
cal plants and steel mills, mines and pub- 
lic utilities. 


Farm Income 


The farm market now consists of 
approximately 4.8 million farms, with 
total cash receipts from farm marketings 
alone of about $30 billion annually. 
These receipts exclude the food, shelter, 
and fuel provided for the resident farm 
families. They also exclude income from 
non-farm sources. Surprisingly enough, 
half the total income of those living on 
farms comes from non-farm sources. An 
extensive survey made by the Bureau of 
the Census covering the year 1955 found 
that the off-farm income of farm oper- 
ator families amounted to $8,006,472 ,000. 

In addition, those living on farms but 
who were not farm operators had addi- 
tional income from non-farm sources 
amounting to $4,400,000,000, Those liv- 
ing on farms thus had a total income 
from non-farm sources of $12,406,472,- 
ooo. For the same year the total net in- 
come of farm operators from farming 
was $11,680,000,000. 

Much has been written about the de- 
cline of farm income over the past few 
years. There has been either amazing 
reticence or astounding unawareness 
about the fact that the total income of 
those on farms has been increasing 
steadily. The farm market’s richness is 
much greater than indicated by recent 
publicity. 


SOME MAJOR TRENDS 


Fewer and Larger Farms 


While the number of farms has been 
consistently decreasing (roughly 2 per 


cent per year recently) and the average 
size of farms increasing, there has been 
no decline in the total amount of land in 
farms. The average size of farms is now 
242 acres, compared with 174 in 1940, 
and 215.3 in 1950. Specialization, both 
geographically and by crops, is increas- 
ing. The farm family consumes a smaller 
and smaller proportion of the products 
it grows, and buys a larger and larger 
proportion of the goods it consumes and 
uses. 

Farming is rapidly becoming a com- 
mercial undertaking rather than merely 
a way of living. The Census Bureau now 
separates the 3,327,000 commercial farms 
from the 1,456,000 “‘other” farms made 
up mostly of part-time and residential 
farms upon which the “sundown-farm- 
ing” hobby thrives in varying degrees. 


Farm Values 


The average value for land and build- 
ings per farm in 1900 was $2,900. In the 
last Census of Agriculture, which covered 
the year 1954, it was almost seven times 
as great, or $19,700. This was an in- 
crease of 40 per cent over the value in 
1950, and almost 150 per cent over 1945. 

Over the same fifty-five years the aver- 
age value per acre increased from $19.81 
to $84.37, and by 1957 was almost $95.00. 
Cash receipts from farm marketings in- 
creased from $5 billion to $30.2 billion. 
Value of farm machinery and equip- 
ment rose from a mere $750 million to 
an astounding $16 billion—or more than 
twenty-one times as much—and it is still 
increasing. 

The American farmer has fared, and 
is still faring, extremely well by the 
standards of any other country in the 
world. In fact, our major farm problem 
at present is one of surpluses. While most 
of the world has a grave deficit of calo- 
ries, our food industry—farmer and fac- 
tory—must resort to seeking greater 
variety in which to present the same 
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number of per capita calories to con- 
sumers. 


Specialization and Concentration 


Specialization is a striking trend in 
agriculture, geographically, by crops, and 
by individual farms. A few years ago the 
West accounted for a negligible propor- 
tion of cotton production. By 1950 it 
produced 13 per cent of the total, and 
by 1954 that proportion had grown to 
20 per cent. Today about 22 per cent of 
our cotton crop comes from three west- 
ern states—California, Arizona, and New 
Mexico. 

If present government controls were 
eliminated, these three states plus West 
Texas would probably soon be produc- 
ing three-fourths of our cotton. The 
production per acre in the West is more 
than twice as great as the national aver- 
age, and practically all cotton there is 
irrigated. 

The geographic concentration of cer- 
tain fruits and vegetables is even more 
striking, and very important to market- 
ing strategy. About a sixth of all grape- 
fruit trees are in one county, and more 
than half are in four counties. Almost a 
third of all grapevines are in one county, 
and well over half are in four counties. 
More than a third of all plum and prune 
trees are located in two counties. Almost 
a third of all pear trees are in three 
counties. More than half our orange 
trees are in six counties. 

Almost an eighth of green snap beans 
harvested come from one county, and 
more than a fifth come from four coun- 
ties. Almost a fourth of green peas har- 
vested come from four counties. 

The 100 leading counties account for 
more than half the total production of 
tobacco, cotton, sugar beets, vegetables 
for sale, sweet corn, cabbage, tomatoes, 
watermelons, dry onions, fruits and nuts, 
Irish potatoes, sweet potatoes, peanuts, 


barley, and sorghum. Fifty counties raise 
three-fourths oi our flax seed and more 
than go per cent of our rice. 

A careful study of the Census Bureau 
publication Ranking Agricultural Coun- 
ties enables one to be highly selective— 
and highly effective—in his marketing 
strategy for goods and services sold to 
farmers. This publication might well be 
called the “Farm Market Skimmer.” It 
is a very effective but little known mar- 
keting tool. 

Specialization by farms is almost as 
striking as that by geographic area, and 
change is surprisingly rapid. For in- 
stance, in the brief period between 1950 
and 1954 the number of farms selling 
chickens declined by about 40 per cent, 
but the average number of chickens sold 
per farm almost trebled. The number of 
farms reporting cattle and calves de- 
clined, but the average number of cattle 
and calves sold increased. The number 
of farms reporting corn harvested for 
grain decreased by a fifth, but the aver- 
age acreage for those farms increased. 
The number of farms reporting hogs and 
pigs sold alive declined about one-third, 
but the average number sold increased 
by a third. 


Classes of Farms 


The number of farms, approximately 
4-8 million, is well below the 5.7 million 
of 1900, but both their character and 
their size have changed greatly. The sub- 
sistence or self-sufficient farm is largely 
a thing of the past. 

According to the Census of Agricul- 
ture of 1954, about two-thirds of our 
farms, or the 3,327,000 commercial farms, 
account for approximately 97 per cent of 
the value of farm products sold. The 
other third, or 1,456,000 part-time, res- 
idential, and “abnormal” farms account 
for the remaining 3 per cent of products 
sold. 
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Farms with sales of $5,000 or over 
make up a little more than one-fourth of 
the total number of farms, but account 
for three-fourths of the total value of 
farm products sold. Less than one-fourth 
of the total farm products sold came 
from the 43 per cent of all farms which 
reported sales of from $250 to $5,000 
(excluding part-time farms). 


SOME PURCHASES AND EXPENDITURES 
Industrial Purchases 


The variety and volume of purchases 
by the industrial twin of the farm market 
are great—and still growing. Of the com- 
mercial farms, 80 per cent bought gaso- 
. line or other petroleum products; 70 per 
cent bought fertilizer; 75 per cent bought 
some feed; 60 per cent hired machinery; 
and a little less than 60 per cent hired 
labor. The proportion of all farms re- 
porting these expenditures, except for 
hired labor, increased between 1950 and 
1954- 

The mechanical equipment on farms 
is still increasing rapidly. In every case, 
the number of farms reporting the items 
of machinery and equipment included 
in both the 1950 and 1954 Censuses in- 
creased. 

The proportion reporting tractors in- 
creased from 47 to 60 per cent; trucks, 
34 to 46 per cent; automobiles, 63 to 71 
per cent. The number of farms reporting 
pick-up balers more than doubled be- 
tween 1950 and 1954; corn pickers, up 
50 per cent; grain combines, up 40 per 
cent; home freezers, up 137 per cent. 

A relatively new item, field-forage 
harvesters, were reported on nearly 
200,000 farms in 1954. About three- 
eighths of all farms reported tractors but 
no horses or mules, as compared with 
less than one-fourth in 1950 and less than 
one-tenth in 1945. The number of trac- 
tors (excluding steam and garden) on 
farms at midyear 1957 was about 4,500,- 


ooo. Trucks on farms numbered 2,900,- 
ooo. Combines had increased from 714,- 
000 in 1950 to 1,100,000. 

Electricity was available to 93 per cent 
of farms in 1954, as compared with 7 per 
« it in 1920. It is estimated that elec- 
tricity is available today to over g6 per 
cent of farms. 


Living Expenditures 


Family living expenditures of farm 
operators in 1955, according to a joint 


‘survey by the Bureau of the Census and 


the Department of Agriculture, totaled 
$15,749,105,000. The average expendi- 
tures per family were $3,308, broken 
down as follows: 


Food $ 833 25.2% 
Housing 867 26.3 
Clothing 427 13.0 
Transportation 378 114 
Medical care 240 7.3 
Personal care 70 2.1 
Tobacco & alcoholic beverages 68 2.0 
Recreation 124 3.7 
Reading & education 44 1.3 
Miscellaneous 61 18 
Personal insurance 86 2.6 
Cash gifts & contributions 110 3.3 
Totals $3,308 100.0% 


The survey from which these summary 
figures are taken shows in great detail 
expenditures for both consumer and in- 
dustrial goods, as well as services, and 
includes tables on off-farm income. Pub- 
lished under the title, Farmers’ Expendi- 
tures for Farm Living and Production 
—a Special Cooperative Survey, this ex- 
tremely valuable report is available from 
the U.S. Government Printing Office, 
Washington 25, D. C., at 40 cents per 
copy. 


BALANCE SHEET OF AGRICULTURE 
A Record of Growth 


Between 1940 and 1957 the record of 
growth of farm-market potentialities is 
indicated by the following ‘‘accounting” 
changes: 
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1. Total farm assets grew from $53.5 billion 
to $176.8 billion—an increase of 233.1 
per cent. 

2. Farm real estate values grew from $33.6 
billion to $109.5 billion—an increase of 
225.5 per cent. 

3. The value of machinery and motor vehi- 
cles on farms increased from $3.1 billion 
to $17.0 billion—a growth of 456.8 per 
cent. 

4. Value of farm-household furnishings and 
equipment increased from $4.3 billion to 
$12.0 billion—a growth of 181.7 per cent. 

5. Total liabilities increased from $10.0 bil- 
lion to $19.5, billion—an increase of only 
93-8 per cent. 

6. Proprietor’s equities went up from $43.0 
billion to $157.3—an increase of 265.5 
per cent. Excluding price-support loans, 
total farm debt in 1957 was only about 
10 per cent of the value of farm assets. 


Even after discounting for inflation, 
these growths in farm wealth are most 
impressive and reflect a vigorously ex- 
panding farm market for both industrial 
and consumer goods. 


A Record of Productivity Gains 


Only thirty-eight years ago, each farm 
worker produced enough for himself and 
seven other people. Today he produces 
enough for himself and nineteen others. 

Our national per-acre yields in 1957 
climaxed a series of six years of uninter- 
rupted gains. The yield-per-acre under 
cultivation was more than a_ fourth 
higher than the annual average for the 
1947-49 base period. For the twenty-eight 
major field and fruit crops the average 
per-acre-yield, using 1947-1949 as a base 
of 100, has shown the following growth: 

1952-107 
1953—108 
1954—109 
1955—119 
1956—124 
1957—127 

These gains in yields have kept crop 

production at record levels in spite of 


sharp cuts in acreage harvested. The 
huge 1956 total production of fifty-nine 
crops was harvested from 319,000,000 
acres. This was 30,000,000 acres, or 8.5 
per cent, less than was required to pro- 
duce the much smaller 1947-49 average 
output. 

Naturally, growing productivity means 
growing purchasing power. The sales of 
industrial goods to the farm market be- 
come both cause and result. They further 
increase productivity; and increased pro- 
ductivity enriches the market for goods 
and services. 


THE OUTLOOK 


Our rapidly growing population, in- 
creasing purchasing power, urbanization 
and suburbanization, better transporta- 
tion, and growing industrial facilities all 
indicate a rapidly expanding demand for 
farm products for the foreseeable future. 
This in turn creates an expanding mar- 
ket for all those who sell to farmers. 

This demand for farm products is ex- 
pected to rise steadily over the next 
twenty years. According to the Paley 
Report,? demand for them will be at 
least 40 per cent greater in 1975 than in 
1950. Most of the increased production 
to supply this demand will come from 
greater productivity through further 
mechanization and better methods. The 
yields-per-acre as well as per-man-hour 
will continue to increase considerably, 
making it unnecessary to expand the 
acreage under cultivation appreciably. 

In addition, both political parties 
long ago decided to give the farmer a 
protected market with many other in- 
come assurances, including price sup- 
ports and subsidies. These factors un- 
deniably make the farm market a 
guaranteed and privileged one. 


2 Resources for Freedom (Five Volumes), A Report 
to the President by The President's Materials Policy 


Commission, June, 1952. U.S. Government Printing 
Office. 


THE GHOST OF SUBLIMINAL ADVERTISING 
BERTRAND KLASS 


Some believe that subliminal advertising can make people vote the way it wants them 


to rather than the way they want to. . 
neither want nor need . . 


. that it can make people buy things that they 
. that it can make them believe things that are not true—and 


all of this without being aware of what is happening to them. But, to what extent are 
these claims true? This article helps to place the subject of subliminal advertising in 
proper perspective and removes much of the existing confusion. 


N outstanding characteristic of Ameri- 
A can business is its never-ending 
search for better ways of doing things. 
We quickly embrace new gadgets. We 
lend an ear to new ideas. We invent 
machines to quicken and lighten our 
tasks. We seek simple tools or techniques 
which, if implemented, we hope will 
solve our problems in quick order. 

But too frequently, in our search for 
speed and efficiency, we oversimplify the 
nature of the problems which beset us. 
We disregard existing facts and informa- 
tion, and engage in heated debate before 
fully understanding the subject matter 
we are debating. 

Subliminal advertising represents one 
of the more recent “innovations” com- 
manding the time and attention of a 
good many business executives. 


FEARS OF SUBLIMINAL ADVERTISING 


Editorials have been written about the 
dangers involved in reaching into the 
“unconscious minds” of people. Investi- 
gations of the technique have been de- 


e@ About the Author. Bertrand Klass is Vice Presi- 
dent and Director of Research Services, Market 
Planning Corporation, New York City. Market 
Planning Corporation is an affiliate company of 
McCann-Erickson, Inc. A graduate of the University 
of Kentucky, Dr. Klass received his Ph.D. in Psy- 
chology from Boston University. 

From 1950 to 1952 he was a teaching fellow and 
Assistant Professor at Boston University School of 
Public Relations and Communications. From 1952 
to 1957, he was Manager of Applied Behavioral 
Sciences Research, Stanford Research Institute, 
Menlo Park, California. 
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manded to determine exactly how dan- 
gerous subliminal stimulation is and 
whether or not its use should be pro- 
hibited. (The assumption seems to have 
been that the technique does work.) 

Today more confusion exists about 
the meaning, potential applications, ad- 
vantages, or dangers of subliminal ad- 
vertising than was the case when the 
technique was first reported. Many seem 
to think that there is a strong link asso- 
ciating “motivation research” with sub- 
liminal advertising. They fear motiva- 
tion research because of claims that it is 
capable of “reaching into the uncon- 
scious” for more complete explanations 
of human behavior. Subliminal stimuli, 
if defined as messages or forces that can 
reach into one’s unconscious mind to 
influence his behavior, understandably 
become even more fear provoking. 

After all, if subliminal advertising 
actually can make people vote the way it 
wants them to rather than the way they 
want to... make people buy things 
they do not want or need . . . make 
them believe things that are not true— 
and all without their being aware of 
what is happening—we truly have a 
potentially dangerous tool. But to what 
extent, if any, can subliminal advertising 
do these things? 


What Is “Subliminal”? 


Fears expressed about the supposed 
insidious dangers of subliminal advertis- 
ing seem almost comical when we look at 
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the accepted definitions of the term. 
Most dictionaries of psychology define 
subliminal stimuli as “those which are 
not sufficiently potent to elicit a re- 
sponse.” Webster defines subliminal as: 
“Below the threshold of consciousness; 
subconscious; also, too small or weak to 
be perceived, felt, etc.” 

Can this be the same subliminal stim- 
uli that some members of Congress want 
to outlaw? ; 

Unfortunately the above definitions 
are not adequate by themselves. We need 
to look closely at the words “threshold” 
and “subconscious” in order to avoid 
making assumptions that will not hold 
up under critical evaluation. 


Thresholds 


All living organisms exhibit phenom- 
ena known as “thresholds.” Threshold 
means simply that some stimuli affect the 
organism, while others do not. Some 
smells are too weak to be detected, some 
lights too faint to be seen. But, as the 
intensity of a smell or light increases, a 
point is reached at which it is detected 
or heard. This is the threshold point (or 
limen). Stimuli that do not reach this 
threshold are known as subliminal. The 
whistle that calls Rover home, but which 
we do not hear, is a simple example of 
a stimulus that is subliminal for human 
beings. 

It would seem that, at any instant, the 
point at which a stimulus crosses the 
threshold must be definite and fixed. 
However, experiments have clearly dem- 
onstrated that for any individual or or- 
ganism, at two different instants in time, 
the threshold is not the same. 

When we are exposed to an unpleasant 
smell for a period of time, we become 
less sensitive to the unpleasantness. Also, 
if we are very hungry, some foods look 
and taste much “better” than they do 


when we are not hungry. An organism's 
properties (in terms of its physical, social, 
and psychological environment) do not 
stay put. They vary from moment to 
moment. Consequently, when we want 
to establish the threshold of a given 
stimulus, we have to make a number of 
measurements and establish an “‘average”’ 
figure. Actually, then, the “threshold” is 
a statistical concept. 

A fairly obvious implication is that a 
stimulus that is “subliminal” or below 
the response threshold for one person 
may not be subliminal for another. 
Furthermore, a stimulus that is sub- 
liminal at one time for a certain person 
may not be subliminal at another time. 

It seems clear, then, that the so-called 
“subliminal stimuli” discussed by the 
advertising industry could be stimuli 
that are subliminal (or too weak to elicit 
a response) for some people at a specific 
point in time, but not for others. In 
other words, if a weak stimulus elicits a 
reaction, it is by definition no longer 
truly subliminal! 

Practically speaking, if an ad reading 
“drink Coca-Cola” is flashed on a movie 
screen at a speed at which the members 
of the audience are completely unaware 
that this is taking place, the ad is truly 
subliminal But, if the speed of presenta- 
tion is such that the majority of audience 
can see “flashes” or the words in dim out- 
line, it is partially subliminal (in the 
sense that the majority of the audience 
cannot translate or define the message). 
To the members of the audience who 


can read the message, the message is not 
subliminal. 


THE CONSCIOUS, SUBCONSCIOUS, AND 
UNCONSCIOUS 
Conscious 


Early psychology was concerned al- 
most solely with the study of con- 
sciousness—sensation, perception, emo- 
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tion, feeling, memory, thought, imagina- 
tion, and volition. Consciousness _ is 
simply awareness, especially of some- 
thing within or pertaining to oneself. 
When we run for shelter in a storm, or 
seek food when we feel hungry, or rest 
when we are tired, we are performing 
conscious acts. 


Subconscious 


Sometimes, however, we find ourselves 
doing something for reasons not im- 
mediately apparent. For example, many 
of us drive the identical route to and 
from work each day. Sometimes, on a 
weekend or a holiday, when we are 
headed some place other than work, we 
find ourselves driving in our old estab- 
lished route rather than.to where we 
really want to go. In such a case, while 
we have been busily (and consciously) 
engaged in conversation or some other 
activity, our subconscious has picked up 
familiar cues and guided us on the basis 
of past experience. Note that when such 
an occurrence takes place we usually, in 
retrospect, are able to explain it and 
understand it quite readily. 

The subconscious, then, refers to 
mental activities which occur at the 
periphery of awareness, or which lie just 
below the threshold of consciousness. In 
another sense, it is that part of our mind 
where we purposely store all types of 
data for later recall or use. Most of us at 
one time or another suppress (or place 
into our subconscious) impulses to do 
things and store in our memory facts 
which are of little importance at the 
moment. If an employer gives us some- 
thing distasteful to do, and if we need 
our job, we suppress our desire to refuse 
his request or to tell him what we think 
of him. However, if we locate another 
job, and are no longer dependent upon 
the boss for our livelihood, we are easily 


able to recall the unhappy incident and 
to react accordingly. 


Unconscious 


The theory of the unconscious is quite 
different from that of the subconscious. 
Basic to the doctrine of the unconscious 
is the idea that socially unacceptable 
wishes and desires occurring during 
childhood are driven completely from 
awareness. Although these’ wishes and 
desires become part of the unconscious, 
they remain active and seek to find some 
expression, which they do in many ways. 
Freud suggested that the unconscious 
expresses itself through slips of the 
tongue, in dreams, and in a variety of 
mannerisms which he called “defense” 
mechanisms. 


Comparison of Subconscious and 
Unconscious 


A basic difference between the sub- 
conscious and the unconscious is that 
the conscious exercises substantially more 
control over the former than over the 
latter. We can easily recall information 
stored in the subconscious; but it takes 
substantial time, effort, and help to re- 
call information or experiences that have 
been repressed into the unconscious. 

Central to the confusion surrounding 
subliminal advertising is the tendency 
for many to use the terms “subconscious” 
and “unconscious” interchangeably, or 
even to think that they are one and the 
same thing. There also seems to be wide- 
spread belief that psychologists or psy- 
chiatrists can investigate the dynamics of 
our unconscious as easily as the physician 
checks our heartbeat with his stetho- 
scope. Those who fear subliminal ad- 
vertising and those who proclaim its 
“powers” apparently believe that a sub- 
liminal stimulus can reach into the un- 
conscious and influence behavior as 
easily as penicillin rids our body of some 
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infections. These are erroneous beliefs. 

The unconscious, after all, is not some- 
thing that we can measure, see, feel, hear, 
or touch. It is only a concept that has 
been developed to help us understand 
some aspects of human behavior. Al- 
though we can measure the point at 
which a person becomes aware of a 
stimulus, it does not follow that stimuli 
that are below this level of consciousness 
automatically influence or stimulate the 
unconscious (or even the subconscious 
for that matter). 

There is certainly no evidence in the 
psychological literature that would sub- 
stantiate the idea that a ¢rul/y subliminal 
stimulus (that is, one that is well below 
normal threshold levels) is received either 
by the subconscious or the unconscious. 
In fact, the only subliminal stimuli that 
have been perceived—or acted upon in 
any way by subjects in psychological ex- 
periments—are those that bordered on 
being subliminal. In other words, the 
subjects knew that some kind of infor- 
mation was being transmitted, or infor- 
mation was transmitted just at or just 
below the sensory threshold level. 

In one type of experiment dealing 
with subliminal stimuli, for example, am- 
biguous drawings were presented at a 
rapid pace and the experimental subjects 
were asked to indicate what they saw, or 
thought they saw. The subjects’ re- 
sponses were then related to his needs 
(whether he was hungry or not). It was 
this type of experiment that demon- 
strated that hungry students are more 
likely to perceive food objects when they 
are exposed to subliminal drawings than 
are recently fed students. 

The one over-all conclusion stemming 
from research data is that peoples’ reac- 
tions to stimulation at or just below 
threshold levels parallel closely their re- 
actions to any kind of stimulation. In 
psychological terms, the perceptual proc- 


esses associated with direct or conscious 
stimulation are the same as those associ- 
ated with subliminal stimulation. Thus, 
if we are to evaluate properly subliminal 
stimulation, we must turn to perception 
and the principles associated with it 
rather than to the unconscious and its 
principles. 

PERCEPTION 


It is widely recognized that even stim- 
uli above the threshoid level do not 
always reach our consciousness and influ- 
ence behavior. How many advertise- 
ments in a magazine can you recall after 
thumbing through the magazine? Do 
you know what is being advertised on 
the billboard nearest your home? Name 
the Presidents on a two-, five-, and ten- 
dollar bill. Without checking, name ten 
books that are on the topmost shelf of 
your bookcase at home. 

Some may be able to respond correctly 
to the above questions and suggestions. 
Most will not, in spite of the fact that 
you have been consciously exposed to 
these stimuli many times. 

The manner in which we perceive, as 
well as what we do and do not perceive 
in the world around us, is strongly influ- 
enced not only by what we are exposed 
to, but also by our experiences, interests, 
needs, wants, moods, mental set, emo- 
tions, etc. How our perceptions are in- 
fluenced by these factors has been the 
subject for psychological study for some 
time. We know, for example, that: 


1. The more elaborate the form of a stimu- 
lus, in terms of shape, size, form, color, 
and organization, the more difficult it is 
to perceive it accurately and speedily. 
Most of us can react to a simple arith- 
metic statement like 2 & 2. But how 
about 

10 3 


2 


2. Our physiological needs influence what 
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we do and do not perceive. What soldier 
stationed on an isolated base has not 
found the women becoming prettier with 
each passing day? 

3. Stimuli that are pleasant, highly valued, 
and consistent with one’s expectations 
will be perceived more quickly and cor- 
rectly than those that are unpleasant, 
threatening, low in social approval, or 
not consistent with expectations. Poli- 
ticians we like or generally agree with 
sound better to us than do those with 
whom we disagree or dislike. 

4. The more familiar we are with the par- 
ticular stimulus that is transmitted, the 
more quickly and accurately we recog- 
nize it. Thus, even if we do not pay full 
attention to an ad that we have been 
exposed to many times before, we are 
aware of the message it is transmitting. 


The above-noted principles of percep- 
tion are of practical importance. Because 
they are well known by most advertising 
practitioners, they have influenced the 
nature and content of American adver- 
tising markedly. 

Since these principles of perception 
hold equally as true in the case of sub- 
liminal stimuli, and on the basis of all 
that has been said about “thresholds” and 
levels of consciousness, the case for a 
“new” technique with extraordinary 
powers of influencing behavior falls 
apart. 


IN SUMMARY 


If a completely subliminal message is 
transmitted (that is, one that is well be- 
low the threshold level), no response 
whatsoever should be expected. If a par- 
tially subliminal message is transmitted 
(one that borders on the level of con- 
scious awareness), we can expect some 
reaction, depending upon the simplicity, 
brevity, and clarity of the message and 
the extent to which the audience is prop- 
erly attuned to it. 


However, unless we are dealing with 
an audience, all of whom are somewhat 
thirsty when we flash subliminally a mes- 
sage like “drink Coca-Cola,” or some- 
what hungry for the subliminal message 
“eat popcorn,” we should expect mini- 
mal response. Also, even if the audience 
is thirsty, a quick and indistinct flash of 
“drink Coca-Cola” might be read as 
“drink cold cola,” or just plain “drink.” 
The less distinct the stimulus, the more 
likely is it that the message will be in- 
correctly perceived. 

Fears about the ability of subliminal 
stimulation to influence behavior mark- 
edly are grossly exaggerated. Advertisers 
have been using a form of subliminal ad- 
vertising for many years. Spot radio and 
TV announcements are certainly sub- 
liminal when the audience switches from 
one station to another, engages in con- 
versation during the presentation, or 
walks to the refrigerator. 

Advertisers together with TV- and ra- 
dio-executives frequently attempt to raise 
the voice volume during advertising 
breaks in order to improve the chances 
of reaching the listener's level of aware- 
ness. Does anybody really believe that an 
audience could be reached more effec- 
tively by lowering the volume so that 
few could really make out what was be- 
ing said? To be sure, a whispering an- 
nouncer might represent such a different 
approach that many people would strain 
to hear what he is saying. However, if all 
announcers started whispering, it is 
highly doubtful that interest and atten- 
tion would be maintained over time. 

“Subliminal” is not a new word. It 
does not stem from nor is it directly re- 
lated to the concepts of unconsciousness. 
And subliminal advertising is not the 
technique that will revolutionize the 
principles and methods of the mass- 
communication industry. 


DO HUSBANDS OR WIVES MAKE THE 
PURCHASING DECISIONS? 
ELIZABETH H. WOLGAST 


How do husbands and wives describe their roles in making purchasing decisions? Are 
their purchase plans different? And how well are their respective plans fulfilled? 


Some answers to these questions are presented here. Results are based on interviews 
with a representative national sample of husbands and wives, and reinterviews over a 


period of two-and-a-half years. 


Ho in the typical American house- 
hold makes decisions about the 
economic affairs and purchases of the 
family? 

This question is constantly asked by 
advertisers who want to select the most 
effective media, and by social scientists 
who want to learn how families function 
as organizations. 

It is also being asked by marketing 
men and economists who use sample sur- 
veys to predict consumer expenditures, 
for it concerns identification of a “most 
influential” or “best informed” respond- 
ent of the average household. 

This study was carried out during the 
relatively stable and prosperous years of 
1954 through 1956. In this period the 
incomes of most families were high 
enough to permit large discretionary 
purchases or additions to savings, or 
both. 

The same general area has been stud- 
ied by Fred Strodbeck! and Robert Fer- 

* Fred Strodbeck, “Husband-Wife Interaction over 


Revealed Differences,” American Sociological Re- 
view, Vol. 16 (August, 1951), pp. 468-473. 


@ About the Author. Dr. Elizabeth H. Wolgast, a 
graduate of Cornell, obtained her Ph.D. from the 
University of Washington. Since 1956 she has been 
a member of the Economic Behavior Program of 
the Survey Research Center of the University of 
Michigan. 

The project reported here, developed under the 
guidance of Dr. Eva Mueller, is an outgrowth of a 
large-scale program on the effects of changes in eco- 
nomic attitudes. This program is being conducted 
under the direction of Dr. George Katona under a 
grant from the Ford Foundation. 


ber? by other methods. Strodbeck ob- 
served families as they settled differences 
of opinion; and he applied observational 
measures to assess relative influence. 

Ferber’s investigation combined ob- 
servational techniques and those of sam- 
ple surveys. He interviewed each mem- 
ber in a sampled family first in the 
absence of other members, and then in 
their presence, Therefore, he was able to 
check one member's responses against 
others, and to observe the behavior of 
the family as a whole. Discrepancies in 
the answers of husbands and wives made 
it impossible to find a typical pattern of 
decision making. 


THREE QUESTIONS 


In the present study three questions 
concerning the roles of husbands and 
wives are considered: (1) How do hus- 
bands and wives describe their respective 
roles in some of the major kinds of eco- 
nomic-decision making? (2) Do the 
wishes and buying plans expressed by 
husbands show any differences from 
those expressed by wives; and, if so, what 
kinds of differences? (3) Are there any 
differences in the rate of fulfillment of 
buying plans expressed by husbands and 
wives? 

The study is based on a cross-section 
of families in all parts of the United 

* Robert Ferber, “On the Reliability of Responses 
Secured in Sample Surveys,” Journal of the Ameri- 


can Statistical Association, Vol. 50 (September, 1955), 
pp. 788-810. 
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States. Most of the data are from a panel 
study, using multi-stage area sampling, 
initiated in June, 1954, by the Survey 
Research Center of the University of 
Michigan and sustained through five suc- 
cessive interviews over a period of two- 
and-a-half years.* In addition, two non- 
panel studies made by the Survey 
Research Center in 1955 and 1956 are 
utilized. In all important respects, the 
various studies agree and their results 
are mutually confirming. Data presented 
here are almost entirely from the urban 
segments of these samples. 

Interviews were obtained alternately 
with heads of households (by definition, 
the husband is the head of a husband- 
wife family) and wives of heads of house- 
holds. The respondent was selected by 
random methods in each family. By ex- 
cluding all unmarried heads of house- 
holds, a representative group of hus- 
bands and wives was obtained. It is not 
possible to determine from these data 
whether answers of husband and wife 
match within a given family. Rather, the 
responses of representative samples of 
husbands and wives are compared in the 
aggregate. 


DECISIONS AND MARITAL ROLES 


As a first means of learning how deci- 
sions are made, one may simply ask, 
“Who in your family makes this or that 
decision?” The s**~veys utilized here con- 
tained these specific questions: 


Savings: Now, about the part you and your 
wife (husband) play in handling family 
expenses—which of you is most inter- 
ested in seeing to it that some money 
gets saved for the future? 

Household goods: When it comes to buying 


* An article by Marion B. Gross, “Panel Mortality 
and Panel Bias,” to be published in the Journal of 
the American Statistical Association, presents de- 
tailed data on the composition of the panel at vari- 
ous stages of the panel study. 


furniture, appliances, or other big 

items for the house—in some families 
the husband decides whether some- 
thing new is needed, in some the wife. 
Who is it in your family—tell me some- 
thing about it? 

Automobiles: And how is it when you buy a 
car—who makes the decision whether 
it’s time to buy? 

Money and bills: Now, about the part you 
and your wife (husband) play in han- 
dling family expenses. Who keeps track 
of the money and bills? 


These questions allow for some lati- 
tude in interpretation. The respondent's 
judgment as to what constitutes “‘sav- 
ings” affects his reply to the first ques- 
tion, as does his notion of “handling the 
money and bills” in the last. The useful- 
ness of these categories is not necessarily 
diminished by their subjective aspect, 
however; and rigid definition would 
make them inapplicable to some fami- 
lies. 

Some of the above questions have also 
been studied in a different survey by the 
Detroit Area Study at the Survey Re- 
search Center.* The present data supple- 
ment those of the Detroit study, which 
contained interviews with wives only. 
Our conclusions differ from theirs in 
terms of more extensive information, 
and also the use of a national sample of 
urban families. 


Decision-Making 


Table 1 shows certain definite patterns 
from our reports, patterns which vary 
with the subject of decision. In urban 
families, car purchases are determined 
by husbands and almost never by wives 
alone. Decisions to purchase household 
goods are made jointly or by wives sin- 
gly. In the more general areas of “han- 

*Harry Sharp and Paul Mott, “Consumer Deci- 


sions in the Metropolitan Family,” THE JOURNAL oF 
MARKETING, Vol. 21 (October, 1956), pp. 149-156. 


DO HUSBANDS 


OR WIVES MAKE PURCHASING DECISIONS? 


TABLE | 


ON- MAKING PATTERNS IN URBAN FAMILIES 


Who in Your Family Decides . . . ? 


When it’s time 


to 


About 


buy a car savings 


Wife only 
Wife predominantly 
Both equally 

Husband predominantly 
Husband only 

Don’t buy (don’t save) 
Not ascertained 


28 48 
7 3 
51 15 
8 
2 b 


oF 
3% 
1 


When it’s time 
to buy household 
goods and furniture 


Money and bills* 
(from a non- 
panel study) 


40% 

9 
28 

9 

2 
27 


c 


Number of cases 651 


644 959 


®* This question did not appear in the panel study. Comparison of the panel and non-panel study was made on the savings 
question, however, and it showed that the two studies matched very closely in this respect. 


» “Not ascertained’s” 
© Less than 0.5%. 


were excluded here. 


dling the money and bills” and “seeing 
to it that some money gets saved,” re- 
sponsibility is often shared; where it is 
not, the wife is more likely than the hus- 
band to play a dominant role. 

Many families make joint decisions in 
these four areas. However, for certain 
decision subjects, one member or an- 
other is likely to have the greater role. 
This predominant member is the wife as 
often as the husband. 

Among the decision areas studied, one 
—car purchases—is attributed to hus- 
bands primarily, while another—pur- 
chases of home appliances—was thought 
to be controlled by wives more often 


than by husbands. It is likely that there 
are other “husband-dominated” areas 
which are not considered, such as home 
repairs and gardening equipment; and 
there may be other “wife-dominated” 
areas such as furniture, interior decorat- 
ing, rugs, draperies. 


Reliability of Reports 


One way of testing the reliability of 
these reports is to compare the answers 
of husbands with those of wives. The 
comparison shows that, in general, hus- 
bands and wives reflect one another's 
judgments almost perfectly. See Table 2. 

This is true whether decisions are said 


TABLE 2 


ERNS 


of 


When it’s time 
to buy acar 


About savings 


When it’s time 
to buy household 
goodsand furniture 


Money and bills 
(from a nonpanel 
study) 


Husbands Wives 


Husbands Wives 


Husbands Wives Husbands Wives 


Wife only 

Wife predominantly 
Both equally 47 
Husband predominantly : 3 
Husband only 18 
Don’t buy (don’t save) 
Not ascertained 
Number of cases 


354 343 


27% 
2 


39%, 48% 
2 


® “Not ascertained’s” were excluded here. 
» Less than 0.5%. 


153 
= : 
54 
4 
661 
Huspanpbs’ AND Wives’ Reports REGARDING DecIsiON-MAKING PATTIE 
Who in Your Family Decides... 
6 12 10 
49 31 26 53 51 
- 4 2 2 4 5 
13 27 27 4 6 ! 
2 2 2 
> 301 454 505 354 307 
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to be joint or dominated by one mem- 
ber. Where such agreement about family 
roles appears, the roles apparently are 
well defined and well understood among 
members. It may also be inferred that 
the questions have been understood to 
concern division of responsibility. 

Therefore, the answers to the “Who 
decides . . .” questions probably de- 
scribe features of family organization 
rather than “influence.” There is further 
support for this interpretation in the 
lack of reports to the effect that both 
members participate in a decision, but 
one predominates. It would seem that 
the influence of one member over an- 
other would ordinarily be described by 
just these categories; yet the responses in 
these groups are very few. As reported, 
decisions are made either by both per- 
sons equally, or by one member alone. 

It is natural to inquire whether deci- 
sion-making patterns are the same for all 
groups, or vary with sociological and eco- 
nomic factors. They were considered in 
relation to income, age of respondents, 
and whether the family lives in an urban 
or rural community. 

The effect of income is not marked 
except for the ‘“concern-with-savings” 
question. There higher income greatly 
increases the husband’s importance and 
diminishes the wife’s. “Wife-only” re- 
sponses decreased from 36 per cent for 
families with incomes under $3,000 to 9 
per cent for families with $10,000 or 
more. 

This finding may mean that for 
higher-income families saving tends to 
involve investments, and for that reason 
falls into the province of husbands. 
Higher income is positively, although 
not strongly, related to husbands’ influ- 
ence in car-purchase decisions. Mentions 
of the husbands alone increased from 45 
per cent among families with incomes 


under $3,000 to 61 per cent among fami- 
lies with incomes over $10,000. 

At the same time higher income is 
associated with more control by the 
wives over household items. Mentions 
of the wife only increased from 24 per 
cent in the under-$3,000 group to 31 per 
cent in the $10,000-and-over group. Ap- 
parently there is greater division of labor 
as a family’s income increases. 


Other Variables 


Age has a more marked and more gen- 
eral effect. With advancing age, and per- 
haps increased length of marriage, re- 
ports of joint decisions decline; and one 
member or another is increasingly likely 
to decide alone. In all four sorts of deci- 
sions the “under-24-year” group shows a 
very high frequency of joint decisions; 
but the number of respondents in this 
group is small. 

The frequency of joint decisions is 
higher among rural families; and the 
wife’s role appears somewhat less in 
these families. For example, joint deci- 
sions on saving are reported by 60 per 
cent of rural families, as compared with 
48 per cent of urban families. The wife 
is primarily concerned with saving in 20 
per cent of rural families, and 27 per 
cent of urban families. These differences 
may be accounted for by the fact that 
farm and family finances are ordinarily 
combined in a rural home. 

Two other variables considered are 
the working status of the wife and family 
life-cycle. A breakdown of the answers to 
the decision questions by these variables 
shows that whether a wife works has no 
effect on her decision-making function, 
and that wives with children of pre- 
school age have considerably less inde- 
pendent responsibility for economic 
decisions than other wives. These find- 
ings were consistent for the three ques- 
tions considered, that is, purchasing au- 
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tomobiles, purchasing household goods, 
and savings. 


PLANS TO MAKE LARGE EXPENDITURES 


Purchase plans were obtained by a 
sequence of two questions: “Are there 
any special expenditures you would 
really like to make this year or next 
year?” and, “Anything your wife (hus- 
band) would like to spend money on?” 

These questions are not concerned 
with plans per se so much as with de- 
sires, wishes, and hopes. In order to dis- 
tinguish wishful thinking from serious 
planning, respondents were asked to at- 
tach to each item the likelihood of buy- 
ing it. 

There are three dimensions to the 
questions: (1) the spontaneous mention 
of things the respondent wants; (2) the 
mention of things the spouse wants; and 
(3) the chance assigned to fulfilling both 
sorts of desires. The variety of items 
mentioned and recorded is very great, 
ranging from food mixers to education, 
investments, and surgical operations; 
and six different mentions could be 
recorded for any respondent. However, 
only major discretionary expenditures 
are included in the tables. 

Comparisons were made of the fre- 
quencies with which certain items were 
mentioned by husbands and’ wives, re- 
gardless of whether the item was said to 
be one’s own desire or that of one’s 
spouse. Similar proportions (12 per cent) 


TABLE 3 


of husbands and wives mention nothing 
whatever. Very similar proportions of 
each group mention two, three, four, 
five, and six items, although very few 
mention as many as five. In these re- 
spects, then, the groups are closely simi- 
lar and permit comparison on other 
terms. 

The common notion that wives have 
many more buying plans than husbands 
is apparently false. Similar proportions 
of husbands and wives mention items of 
each sort: about one-fifth of each group 
mention furniture; about one-fourth of 
each group, home appliances; a greater 
proportion of women than men, automo- 
biles. 

None of these results was anticipated 
from the ‘“‘who-decides” questions. The 
question is whether the discrepancy is 
explained by the inclusion of “spouse's 
plans” in these figures. 

Table 3 shows that in two categories 
of plans—household durables and fur- 
nishings, and automobiles—there are 
large proportions of plans attributed to 
the spouse. Of the plans for household 
durables and furnishings mentioned by 
husbands, 31 per cent are attributed to 
their wives. Of the plans to buy automo- 
biles given by wives, 40 per cent are 
attributed to their husbands. It appears 
consistently with the decision-questions 
that wives do most of the planning for 
household purchases, and that husbands 
make most plans for cars. 


FREQUENCY OF PLANS ATTRIBUTED TO SPOUSE 


BY HUSBANDS AND WIVEs, FOR THREE CATEGORIES 


"Mentioned by 
husbands 


Mentioned by 
wives 


Own Spouse's Own Spouse's 
Household durables & furnishings 69% 31% 96% 4% 
Automobile purchase 89 ll 60 40 
Home additions and repairs 95 5 82 18 
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Home additions and repairs seem to 
represent an area of expenditure in 
which husbands and wives are more 
equally interested, involving more dis- 
cussion and a greater degree of joint 
planning. 

Table 3 also indicates that, although 
husbands and wives have their own 
“provinces,” they know one another's 
plans in detail. The implications of this 
for family decisions agree with those of 
the “who-decides” questions. That is, the 
predominance of one member in making 
a decision is openly understood and does 
not imply that one spouse is ignorant of 
the other's plans. 

Husbands and wives, being well in- 
formed about one another’s plans, may 
usefully be questioned about them. It is 
useful to know that, by a probe regard- 
ing the spouse’s plans, the plans and de- 
sires of a family can be elicited from one 
respondent. 

Although husbands and wives know 
and mention one another's plans, there 
are some contrasts in the degree of cer- 
tainty they assign. In all three categories 
of purchases, wives are slightly less in- 
clined to assign a good or fair chance to 
fulfilling a plan than their husbands are. 
This difference appears consistently in 
all studies and for all types of plans. It 
might suggest that husbands are less se- 
rious than their wives about fulfilling 


TABLE 4 
COMPARISON OF FULFILLMENT OF PLANS MENTIONED BY HUSBANDS AND WIvES 


Also, both husbands and wives appear 
to be inclined to assign a lower chance 
to fulfilling their spouses’ plans than to 
fulfilling their own. This second finding, 
if sustained by further studies with a 
larger number of cases, would mean that 
the plans mentioned as “one’s own” con- 
tain both plans which the respondent 
initiated and plans in which he concurs, 
while those designated as “‘spouse’s’’ are 
plans which lack his full support. 


WHOSE PLANS ARE BEST FULFILLED? 


The fulfillment of the plans men- 
tioned could be checked through rein- 
terviews a year to one-and-a-half years 
after the expression of the plan. How- 
ever, fulfillment data exist only for cer- 
tain specified items: additions and re- 
pairs to homes, automobiles, household 
appliances, and television sets. The men- 
tion of an item was considered a “plan” 
if the chance given for fulfilling it was 
“certain,” “fair,” or “slight.” The pe- 
riod of time allowed for fulfillment of 
purchase plans is a year, and in some 
cases a year and a half. 

Table 4 shows the comparative fulfill- 
ment rates of husbands and wives for 
plans in each of the categories men- 
tioned. The comparisons are based on 
small numbers of cases, but the consist- 
ency of results lends significance to the 
present findings. On plans to purchase 
any sort of major goods or make large 


Plan to Make 


Additions 
Car Purchases and Repairs Appliance Purchases Television Purchases 
Mentioned by Mentioned by Mentioned by Mentioned by 
Fulfillment* Husbands Wives Husbands Wives Husbands Wives Husbands Wives 
Fulfilled in 114 years 63% 70% 73% 77% 38% 57% 39% 76% 
Did not fulfill 37 30 27 23 62 49 61 24 
Number of cases 85 104 117 107 60 56 36 21 


* One-year buying plans were determined in June, 1954. Fulfillment was measured in December, 1955. Plans include those 
which were assigned a “certain,” “fair,” or “slight’’ chance of fulfillment. 


DO HUSBANDS OR WIVES MAKE PURCHASING DECISIONS? 


TABLE 5 
Not-ANTICIPATED PURCHASES BY HUSBANDS AND WIvES* 


Express No Plan to Buy 


Automobile Refrigerator Stove Washing Machine 


=~ 


Husbands 


Husbands 
Husbands 
Husbands 


= 
Bought in 114 years 38% 
Did not buy 62 
Number of cases 25 


33% 8% 
67 92 


= 
= 
= 
= 
pa 
= 


7% 
93 
185 312-260 


9% % 14% 10% 1% 4% 
91 92 86 90 46 86 
317.275 308 311 269 


* One-year plans were determined as of June, 1954; purchases were measured from June, 1954, to December, 1955, a 
period of a year and a half. Naturally many families bought durable goods in this period without expressing a plan a year 


and a half earlier. 


expenditures, wives fulfill plans some- 
what better than husbands do. This is 
so even though, as indicated previously, 
wives assign a lower average fulfillment- 
chance to plans they mention. And, al- 
though wives report that their husbands 
decide when to buy an automobile, fam- 
ilies buy automobiles in somewhat closer 
accord with plans that wives report. 

The finding that wives’ plans are as 
well fulfilled, if not better fulfilled, than 
husbands’ plans supports the earlier con- 
clusion that wives play an active role in 
managing family finances and in making 
expenditure decisions. The further im- 
plication—that wives are more accurate 
in predicting family purchases—is sup- 
ported by Table 5, which shows that 
wives are somewhat less likely than hus- 
bands to make purchases without plan- 
ning them long in advance. Apparently 
wives plan somewhat more accurately 
and best follow their plans to the point 
of purchase. 

Judging from a small number of cases, 
the “‘spouse’s” plans are as well fulfilled 
as the respondents’ ‘‘“own”’ plans. Further- 
more, a greater proportion of spouse's 
plans mentioned by wives are fulfilled 
than spouse’s plans mentioned by hus- 
bands. This suggests again that wives are 
more realistic about plans they mention. 


IMPLICATIONS OF THE STUDY 


In the American family, economic de- 
cisions are most commonly made jointly 
by husbands and wives. There is no sup- 
port in the data for the notion that the 
economic affairs of American families 
are primarily the province of the hus- 
band. 

Both husbands and wives most fre- 
quently report that each of the functions, 
“handling the money and the bills’ and 
“seeing to it that some money gets 
saved,” is a joint endeavor. Where this 
is not so, the wife is somewhat more 
likely than the husband to assume the 
major role. 

At the same time there seems to be an 
understood division of responsibility, 
growing more pronounced with increas- 
ing age and length of marriage. For ex- 
ample, the husband takes a major role 
in planning car purchases, the wife in 
planning home-appliance purchases. 

Regarding expressed buying plans, 
husbands and wives show very similar 
frequencies of plans, although durable 
household goods are often mentioned as 
“wife's plans” and automobiles as “‘hus- 
band’s plans.” This similarity speaks for 
general agreement between husbands 
and wives about the family’s plans. Ap- 
parently most of the buying intentions 
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expressed in response to survey questions 
have already been discussed in the fam- 
ily. The plans and wishes of a spouse are 
generally known and readily elicited. 
This is true both for husband and wife 
respondents. 

Such differences as do appear between 
husbands’ and wives’ plans suggest that 
the wives’ plans are slightly better 
thought out than the husbands’. Wives 
are less confident of fulfilling the plans 
they mention. Yet their higher rate of 
fulfillment carried through all the cate- 
gories of decisions studied. 

Whether the wife’s better fulfillment 
rate reflects greater “influence” or merely 
better information cannot be determined 
from the data. In fact, it would be dif- 
ficult to obtain reliable measures of “‘in- 
fluence” in a family situation by any 
method. 

Viewing greater influence by the wife 
as a possibility, two other explanations 
should be considered. (1) “Handling” 
the money and the bills is often the duty 
of the wife. Perhaps wives are closer to 
the family budget and able to plan more 
realistically. (2) It is possible that men 
and women react somewhat differently 


to the interviewing situation. The wife 
may state the family’s plans cautiously, 
trying in the interview to predict the 
family’s purchases. The husband, on the 
other hand, may have a greater tendency 
to express his hopes and wishes. 

Either of these two possibilities, or 
both together, would account for the 
small but consistent difference in fulfill- 
ment rates. Both are consistent with the 
conclusion that economic decisions are 
made in a democratic fashion in Ameri- 
can families. 

The results also indicate that, in con- 
sumer surveys concerned with a broad 
range of expenditures, husbands and 
wives are equally desirable respondents. 
If reactions are sought to various specific 
features of automobiles, or preferences 
for one type of car over another, hus- 
bands might make better respondents. 
Conversely, wives might be preferred for 
a detailed study of household goods. 
Where plans to purchase are used as a 
tool in forecasting, samples of husbands 
and samples of wives would yield very 
similar results. However, taking plans 
just in relation to fulfillment, wives are 
slightly more accurate respondents. 
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BARTER IN MEXICAN COTTON—A NEW 
CONCEPT IN INTERNATIONAL TRADE? 
HALE A. NEWCOMER 


The United States Department of Agriculture has resorted to limited “dumping” ac- 
tivities in the overseas market in order to dispose of its cotton surplus. This action has 
had adverse effects on several small, cotton-producing countries, such as Mexico. 

Mexican cotton producers have attempted to solve their problem by using a barter 
system to increase cotton sales. This article analyzes the effects of the American ““dump- 
ing’ program on the Mexican economy and on world multilateral trade patterns. 


F the present trend started by Mexi- 
I cans to dispose of their surplus cotton 
spreads to products in other countries, 
the present system of world multilateral 
trade could be endangered. A series of 
bilateral agreements might result. The 
bilateral system has been used largely 
because of the policy of the United States 
Government of disposing of large Ameri- 
can surpluses, by selling in the export 
market at a price considerably lower 
than both domestic prices and prices of 
comparable cotton fiber grown in other 
countries. 


THE QUESTION 


In early 1956, cotton producers in the 
United States began a_ cotton-disposal 
plan which gave rise to considerable 
alarm in other cotton-producing coun- 
tries. In Mexico, this alarm was trans- 
mitted into governmental action which 


@ About the Author. Hale A. Newcomer received 
his B.S. in Marketing from the University of Illinois 
in 1951, his M.B.A. in Finance from the University 
of Texas in 1953, and his Ph.D. in Business from 
the University of Illinois in 1957. 

During 1954-1956, he was associated with the 
Bureau of Institutional Research and then with 
the Department of Marketing, University of Illinois. 
From 1956 to 1958 he was on the staff at the Uni- 
versity of Washington. At present he is Assistant 
Professor of Marketing at the University of 
Missouri. 

Dr. Newcomer’s interest in the foreign-trade 
aspects regarding Mexico began when he attended 
the Universidad Nacional de Mexico, Mexico, D.F., 
in 1949. 


crystallized in a system of barter com- 
monly known as the Single Transaction 
Barter System. While this type of trans- 
action is not new to foreign-trade circles, 
it has been largely replaced by freer, 
multilateral trade during recent times. 
The reason for this trend has been that 
bilateral trade-deals between countries 
have, in the past, caused bad feelings 
with those countries not included in such 
agreements; and this has been a strong 
contributing factor to war. Most world 
traders and political heads now seem 
agreed that our multilateral system of 
foreign trade, although admittedly not 
perfect, is desirable in lieu of a bilateral 
system. Why, then, has there been this 
trend to a system of trade which most 
traders consider inferior to the one pres- 
ently used? Is there any other feasible 
remedy for the present cotton dilemma? 
Before these and other questions can 
be answered, it is necessa1ty to examine 
briefly the present world cotton situa- 
tion, with special reference to the role 
played by the United States Government 
in its disposal plan for surplus cotton 
and the subsequent effect on a specific 
foreign economy, that of Mexico. 


FOUR BACKGROUND PERIODS 


First, consider the world cotton situa- 
tion, with special reference to the mar- 
ket for United States cotton. The years 
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between 1945 and 1954 or 1955 may be 
divided into four periods." 

The first period came immediately 
after the Second World War and lasted 
until 1948. This was a period in which 
world demand greatly exceeded world 
supply and was a direct result of the war. 
The European countries and many of 
the countries of the Far East were rav- 
aged by war; during this period they 
needed not only raw cotton for their re- 
maining textile mills but also cotton 
textiles of several varieties. During the 
1945 to 1948 years, the textile industries 
of the countries with war destruction 
were rehabilitated and their cotton fields 
again yielded crops. By 1948, the post- 
World War cotton shortages had largely 
disappeared. Exports of foreign countries 
rose steadily during this time. 

From 1948 to June, 1950, there was a 
world-surplus situation. Supplies had 
been increased, particularly the 
United States, to augment production in 
other parts of the world. Hence, when 
demand dropped, surpluses increased. 
Most of these surpluses occurred in the 
United States, and strict acreage allot- 
ments and quotas were imposed under 
law. 

After the outbreak of the Korean con- 
flict in June of 1950, world demand for 
cotton increased temporarily. Cotton 
growers in the United States again were 
able to sell more of their produce in this 
market. World prices rose and, in the 
United States, price controls were put 
on as U. S. cotton prices reached 45 cents 
a pound. In other countries prices went 
even higher. 

The worst of the war scare was over in 
1951, and from that date until about 
1954 world markets continually accumu- 


‘James O. Howard, “Outlook for U. S$. Cotton 
Exports,” Foreign Agriculture, Vol. 18, No. 10 (Oc- 
tober, 1954), pp- 175-178. 


lated surpluses. The price abroad was 
high, and this factor encouraged the 
growth of further supplies of raw cotton. 
In the United States large amounts of 
cotton were planted, and an attempt was 
made to export greater amounts. How- 
ever, most of the other cotton-producing 
countries also had surpluses to sell, and 
the world price dropped during the years 
from 1952 to 1955 as these other coun- 
tries sold off their excesses. Brazil, which 
did not lower its cotton price at first, was 
later forced to do so to sell its production. 

As a consequence of the drop in world 
prices, the economic situation in cotton- 
growing regions of the United States was 
affected. Price supports were put on 
cotton, and acreage allowed for cotton 
production was strictly controlled. The 
Commodity Credit Corporation (CCC), 
an agency of the United States Govern- 
ment which was set up to go into the 
American market and buy cotton to 
support the price, began to accumulate 
a considerable surplus. By 1954 this sur- 
plus was quite large and rose higher in 
1955 and 1956. With the American price 
pegged artificially high, cotton growers 
intensified their farming methods so as 
to grow more cotton per acre, thus over- 
coming some of the benefits of acreage 
control.* 

This was the background for the situa- 
tion of early 1955 and early 1956. World 
producers of cotton, for the most part, 
had gotten rid of their excess supplies; 
and the United States was left with about 
fourteen million bales of excess cotton. 
In an attempt to reduce this excess the 
Department of Agriculture announced 
that the CCC would begin to sell its 
supplies in the overseas markets at com- 
petitive prices. It was this action which 


*“The Bad Seed—Dumping Cotton Abroad Will 
Yield Nothing But Trouble,” Barron’s, Vol. 36, No. 
9 (March 5, 1956), p. 1. 
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has caused other cotton-producing coun- 
tries, including Mexico, to complain 
about “dumping.” 


THE MEXICAN PROBLEM 


The problem now is to examine the 
facts and determine, so far as possible, 
whether United States cotton exports 
have hurt the Mexican cotton industry 
specifically, the extent of any such dam- 
age, and that country’s solution to the 
problem. 

Consider the condition of the Mexican 
cotton industry since World War II. 
Usually, cotton was raised in sufficient 
quantity to supply the Mexican textile 
mills, and also to have a considerable 
amount remaining for export. In fact, 
cotton was, and is, one of Mexico’s major 
sources of foreign revenue—a factor 
which is a primary cause for the Mexican 
producers’ alarm over world cotton 
prices. 

From 1946 to 1950, Mexican cotton 
production increased from 475,000 bales 
to 1,090,000 bales. Exports were 280,000 
and 800,000 bales respectively. Although 
the 1951 to 1953 crops suffered greatly 
because of drought, cotton again became 
plentiful in 1954, and by 1956 produc- 
tion amounted to 900,000 bales, 500,000 
of which were exported. Although there 
was a substantial price decline during 
this period, Mexicans still received about 
1.35 billion pesos for their efforts.* 

In spite of this relatively good revenue 
from cotton, Mexican cotton growers are 
greatly worried about the future of their 
foreign cotton markets. There are several 
reasons for this. 

First, Mexico has lost considerably in 
foreign exchange, an amount of about 
go million dollars (fifteen dollars per 


*Hale A. Newcomer, “Industrial Development of 
Mexico, 1945-1955” (unpublished doctoral disserta- 
tion, University of Illinois, 1957), p. 114. 


bale). These losses were increased by a 
loss of 42 million U. S. dollars in de- 
creased plantings of cotton, because of 
the low world market price.‘ 

Second, Mexico has suffered many in- 
direct financial losses. Some of these 
arose because of lessened production of 
cotton which meant that less cottonseed 
oil was produced. Therefore, more cot- 
tonseed oil had to be imported for do- 
mestic use. This took precious foreign 
exchange from the purchases of other 
products. There was also some unem- 
ployment because of the layoff of work- 
ers who usually worked in either the 
cotton fields or in cottonseed processing. 

Third, Mexican cotton producers be- 
gan to be “squeezed” between higher 
costs of machinery and labor on the one 
hand, and the lower price of the com- 
modity on the other. Lower profits have 
come about from this, which has in turn 
reduced governmental revenue through 
lower taxes. The total loss to the Mexi- 
cans has been estimated at 115 million 
U. S. dollars, which represents about 
one-fifth of the total Mexican annual 
budget. 

What will be the outcome to Mexico 


of continued cotton disposal under pres- 


ent arrangements? According to the Mex- 
ican delegation at the International 
Cotton Advisory Council meeting, held 
at Istanbul in May, 1957, prices will 
generally stay low or get lower. Also, be- 
cause of a widely fluctuating production 
of cotton during a given period of time, 
prices would tend to become extremely 
unstable. This instability will tend to 
discourage industrial users of cotton 
from using this commodity in many of 
their processes; and, if this occurs in 


*The above and following few paragraphs are 
based upon the article, “Mexico and the World 
Cotton Situation,” Comercio Exterior de Mexico, 
Banco Nacional de Comercio Exterior, $.A., Vol. 3, 
No. 6 (June, 1957), pp. 7-8. 
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large number, the whole industry will 
suffer accordingly. 

In order to escape many of the bad 
effects of the unstable world market, 
Mexican cotton producers have devised 
a plan to sell their cotton in a series of 
bilateral agreements. For example, if an 
automobile assembler in Mexico City 
wishes to import parts for assembly from 
the United States, he normally pays for 
these parts in dollars or pesos. Under the 
barter system, as set up by the Mexicans, 
he would be required to make at least 
part of his payment in raw cotton. ‘This 
seemed to work reasonably well at first, 
for 50 million U. S. dollars of Mexican 
cotton from the 1956-1957 crop was sold. 
However, there were still some losses, 
since the price obtained for this cotton 
was lower than usual. 

Although Mexican officials have stated 
that in theory they oppose this method 
of disposal, they add that they deem it 
a necessary step for the disposal of their 
cotton crops.’ Unfortunately this plan 
has spread into other areas, and Mexican 
producers of plywood are also utilizing 
this method to sell their product, al- 
though their circumstances do not seem 
to warrant it. If this tendency is allowed 
to spread to other industries which may 
have difficulty in disposing of their prod- 
ucts for reasons other than depressed 
world prices, it could destroy the entire 
multilateral aspect of Mexico’s trade. 
Most Mexicans do not want this to hap- 
pen, since they believe that it disrupts 
existing trade relations with neighboring 
countries, and injures their prestige as 
an important trading nation. 


POSSIBLE SOLUTIONS TO THE WORLD 
PROBLEM 


What possible solutions might there 


*Comercio Exterior de Mexico, Banco Nacional 
de Comercio Exterior, $.A., Vol. 3, No. g (Septem- 
ber, 1957), 2- 


be to the world cotton-disposal problem, 
and how might it be solved? The whole 
situation would be vastly improved if 
the Commodity Credit Corporation did 
not have its present foreign cotton-dis- 
posal program. It must be remembered, 
however, that the American cotton in- 
dustry has its problems also. One of these 
seems to be overproduction. So long as 
the American Government continues to 
support the domestic market price at 
present levels, for example, 35.45 cents 
a pound for 15/16 inch middling cotton 
—considerably above the world market 
price of about 27 cents a pound to 
29 or 30 cents a pound for 15/16 mid- 
dling cotton—American overproduction 
of cotton will continue. Consequently, 
the best solution would be to lower 
drastically the parity supports on cotton. 
If oversupply is thus curbed by keeping 
the inefficient producers from producing, 
there will be no need in the long run to 
have a foreign cotton disposal plan with 
a lower price than the domestic price. 

In the short run, the present cotton 
surplus of the United States must be re- 
moved. Hence, the best solution seems 
to be a moderate one. The CCC will 
undoubtedly need to continue to sell 
cotton in the world market at a lower 
price than the domestic market. Mexico 
is likely to continue her barter program 
for cotton producers. In both cases, these 
solutions should only be temporary. If 
the United States continues to support 
the market by buying the cotton-growers’ 
production and then selling it overseas 
at a lower than market price, foreign 
resentment is going to continue towards 
the United States, and our foreign rela- 
tions will suffer accordingly. Retaliatory 
measures may be taken by other coun- 
tries which are affected. 

If Mexicans continue their barter 
program, the whole aspect of Mexican 
foreign trade may change. Other indus- 
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tries, finding out that cotton producers 
can dispose of their surpluses, will also 
begin to use their product as payment 
for certain imports. If this is continued 
for long, those doing business with Mex- 
ico will have on their hands a large store 
of goods which cannot be disposed of 
easily. Eventually they will cease to do 
business with the Mexicans and will buy 
elsewhere, injuring the entire Mexican 
economy. Other countries, finding that 
they were left out of compensatory agree- 
ments, would very likely also retaliate in 
the same manner. Past efforts at freer 
and multilateral trade among nations, 
as evidenced by numerous international 
agreements and conventions, would be 
largely wasted. The world, already di- 
vided into Communist and Western 
trade spheres, would be subdivided many 
times over. Western World political and 
economic unity would be virtually im- 
possible. 

Fortunately the present trade situa- 
tion does have its brighter side. Strong 
efforts are being made in Europe for 
economic unity with lowered or no trade 
barriers between these nations. World 
multilateral trade agreements and trea- 
ties still exist and are being honored. 
While there are some trading conditions 
which need improvement, such as the 


present cotton problem, these may be 
solved by patience and moderation. 

Mexican cotton producers still con- 
tinue their program of trading cotton 
directly for imports. They have protested 
their belief in, and desire for, multi- 
lateral international commerce. They 
insist that the present program is only a 
temporary one, to be carried forth only 
so long as the United States sells at a 
price which cuts into their foreign cotton 
sales. The United States Commodity 
Credit Corporation sold approximately 
eight million bales overseas from the 
1956-57 crop, of which about three mil- 
lion had to be taken from the fourteen 
million bales in storage, reducing the 
surplus to eleven million bales. If this 
rate of surplus decline continues, the 
surplus will soon be reduced to a normal 
carrying load. 

At that time, it is to be hoped that the 
Mexican Government might be assured 
that the policies of the United States will 
be modified with respect to certain sur- 
pluses. Only in this way is it likely that 
the Mexicans can be dissuaded from es- 
tablishing a world precedent for return- 
ing to the barter system. Both the United 
States and Mexico have a vital interest 
in supporting the accepted ideal of full 
multilateral trade. 
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EVALUATING ADVERTISING APPEALS 
THROUGH SALES RESULTS 


JAMES F. MERRIMAN 


While many advertisers rely wholly on their agencies for copy research, the case 
history reported here covers a joint client-agency project. The time span was quite long. 


It was decided to use the important criteria of sales, and to take practically a whole year 


THE PROBLEM 


N 1940, total consumer advertising ex- 
I penditures amounted to $16 per cap- 
ita; in 1950, the figure was $37 per 
capita, more than double; and for 1958, 
it is estimated that it will be over $60 
per capita. Even allowing for increased 
advertising costs and rates, the total 
amount of advertising is increasing. 

This means that advertisers today are 
faced with the necessity of seeking new 
ways to improve the efficiency of their ad- 
vertising dollars. Every advertiser wants 
his message to get through to the con- 
sumer with maximum effectiveness. 

As competition increases and profit 
margins are squeezed, cost-reduction 
programs will be instituted. Manage- 
ment will become increasingly interested 
in making sure that these large and im- 
portant advertising “investment”’ dollars 
are being spent in the best possible way, 
and undoubtedly will be looking more 
and more to research for guidance in 
increasing their efficiency. 


e@ About the Author. James F. Merriman has been 
Manager-Marketing Research Department of Camp- 
bell Soup Company since 1954. He joined the Camp- 
bell organization in 1950 as a Sales Analyst, and 
was appointed Manager-Sales Analysis in 1952. 

He had been with Scott Paper Company since 
1940, holding various posts in its Sales and Market- 
ing Research Departments, with time out during 
the war to serve as a Supply Officer, USNR. Mr. 
Merriman graduated from Grove City College in 
1938 and took additional work in Marketing and 
Statistics at the University of Pennsylvania. 
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to determine, in carefully matched test markets, the relative importance of several themes. 


Advertising consists of two basic ele- 
ments: the “how” and the “what.” Ad- 
vertising practitioners have gone a long 
way in perfecting the “how-to-do-it” 
aspect of advertising. The “how” refers 
to the layout, illustration, typographical 
treatment, copy block, the manner of 
presentation. 

An equally important aspect of skill- 
ful advertising execution—but one to 
which so much attention has not always 
been given—is the “‘what-to-say”’ side of 
the coin. This refers to the important 
and most desirable product attributes 
that need to be explained and ‘‘sold,” 
the most appropriate words or ideas to 
use in connection with the product—in 
other words, the advertising story itself. 

Campbell Soup Company tries to give 
this “what” phase of advertising the at- 
tention it deserves. The Company and 
its agencies are willing and eager to test 
and try new ideas, new appeals. Follow- 
ing is a brief case history of how research 
measured the relative importance of sev- 
eral of these appeals and helped market- 
ing management to decide “what to say” 
and how often to say it. 


THE TESTING 


Background of Tests 


The Campbell product was Heat-Proc- 
essed Soups. Five different advertising 
appeals had been developed, all of which 
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were considered suitable. While Camp- 
bell believes almost all advertising is of 
some benefit, some is better than the rest. 

The questions put to research were: 
Which of the five appeals was the 
most effective? What relative importance 
should each be given in the various cam- 
paigns? Were there any of these appeals 
that should receive increased emphasis? 
Should any receive less emphasis? 


Method of Testing 


The method of testing the five differ- 
ent appeals was reasonably simple. Suf- 
ficient advertising funds were withheld 
from national media buys to provide an 
“overlay” of additional advertising via 
newspapers in several local markets. 

Medium-size test markets were used, 
about the size of a Harrisburg or a 
Wichita. This size market was large 
enough to provide valid test results, yet 
small enough that test costs were not ex- 
orbitant. Each of the five themes was 
tested in two test markets. Each pair of 
the test markets selected for an indi- 
vidual theme was widely separated geo- 
graphically; but all test cities were 
matched very carefully for population 
characteristics, degree of market develop- 
ment, trade considerations, and other 
necessary controls. 

Particular care was taken that national- 
coverage “pressure” was the same in each 
of the test cities. The agency Media De- 
partment made a careful analysis of the 
“local” advertising pressure of national 
television coverage and national print 
schedule in the test markets, in order to 
make certain that these important fac- 
tors were constant. 

The medium used in the test was news- 
papers. The advertisements themselves 
were small space, 200-line, reminder type 
ads, with high frequency—five days a 


week for twenty-two weeks, for a total 
of 22,000 lines in each city. The type of 
advertisement used is shown—a headline 
and a copy block. 


New! Soup for a group! 


Is there a pitcher in the 
house? Fill it with hot soup! 
Pour the soup into roomy cups. 
Could anything be more practi- 
cal? Or more pleasant? 

For soup fills a group with 
such warmth and cheer. Try it 
when everybody's watching 
television. Bring on soup in a 
pitcher next time you have a 
party. Make it a custom of the 
house — snacks and soup! 

Campbell's Tomato Soup is a 
great “group” soup. Everybody 
likes its red, warm goodness. 


Everybody's helped by its fine 
nourishment, too — its precious 
quota of Vitamins A and C. 
But then just about any 
smooth or clear Campbell's 
Soup is good for pouring and 
sipping. If there's a pitcher in 
the house — why not fill it up 
right now with good hot soup? 


CAMPBELL’S SOUPS SUPPLY 
BASIC NUTRITIONAL NEEDS 
VITAMINS, MINERALS and LIQUIDS 
— for general well-being 
PROTEINS — for upkeep and growth 


CARBOHYDRATES — for energy 


Once a day...every day... SOUP! 


Advertising started the middle of De- 
cember and continued through the 


middle of May. The total weight of the 
additional advertising was such that the 
additional dollars at the local level were 
substantial. One of the things to watch 
in a test of this sort is that you put in 
enough additional dollars in the test 
areas to make sure you will get a meas- 
urable change. 
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Product sales were measured by store 
audits of total soup sales in each of the 
test cities. Since two cities were used to 
test each of the five themes, and two ad- 
ditional cities for “control” cities, with 
no additional advertising, there was a 
total of ten “advertising” cities and two 
“control” cities audited in this test. 

When these audits were set up, each 
of these twelve cities was visited by re- 
search personnel who personally in- 
spected the store panel for representa- 
tiveness and worked with the auditors. 
The total audit period was eight months, 
from December 1 through the following 
July (two months following the end of 
local support). 


Results 


The sales trend measured in the con- 
trol markets which received no addi- 
tional newspaper advertising was con- 
sidered to represent the normal seasonal 


trend. In analyzing the results of this 
test, the sales trend (as shown by the sales 
audits) in each of the various sets of test 
or “extra advertising” markets was meas- 
ured against the control-market trend. 
In this way, the relative amount of sales 
in each set of test markets that might be 
attributed to the additional advertising 
pressure was determined. 

For instance, the period-to-period 
audit results of the control market and 
Campaign A (the top campaign tested) 
were as follows: 


AVERAGE WEEKLY SALES TRENDS 
CONTROL MARKETS. VS. CAMPAIGN “A” Test MARKETS 


(Base Period = 100) 


Campaign 
“A” test 
markets 


Average 
increase 
Dates for period 


Dec. 1I-Jan. 3* 0% 
Jan. 3-Feb. 28 6 
Feb, 28-April 24 8 
April 24-June 19 15 
June 19-Aug. 14 27 


Control 
markets 


* Pre-advertising base period. 


The percentage increases in the last 
column represent the average sales in- 
creases for the panel stores in the two test 
markets combined, as measured against 
the trends of the control-market store 
panels. Since the store panels were pur- 
posely slanted in favor of large stores, 
these percentage increases may overstate 
the actual “‘total-market” sales change, 
and the margin of error may be as high 
as +5 per cent. However, these audit 
results apparently did give a valid “rela- 
tive” ranking of the five appeals tested. 

On an index basis, the average sales 
increases in test-market stores for 33 
weeks combined were: 

Campaign A 
Campaign B 
Campaign C 
Campaign D 
Campaign E 


The ideas expressed in Campaign A 
were the most helpful, and the sugges- 
tions in Campaigns B and C also seemed 
to be making worth-while contributions. 

It was decided to do some consumer 
research to confirm these audit results. 
The problem was to see to what degree 
these special newspaper messages had 
gotten through to the consumer, and 
more important how many had acted on 
the specific suggestions. For the most 
part, these campaigns suggested uses for 
soup—some new, some already well- 
established. 

Appropriate consumer research was 
activated in the four markets where the 
top two campaigns had run, as well as in 
the two “control” markets, about two 
months following the close of the cam- 
paigns. Not only was greater awareness 
of the particular advertising messages 
readily apparent on an _ unaided-recall 
basis in the test markets, but actual in- 
creased product usage was as follows: 


EVALUATING ADVERTISING APPEALS THROUGH SALES RESULTS 


Per cent of respondents w ms stated 
they used soup in advertised way 
during past week Apparent 
market 
Control market Test market segment 
Average Average increase 


CAMPAIGN A (Established Use) 29.0% 36.0% : 7.0% 
CAMPAIGN B (New Use) 0.6 2.6 2.0 


CONCLUSION and what approaches should be mini- 

This testing program gave helpful di- mized. This was fundamentally an ad- 

rection in designing the copy platform vertising-appeal test, so that what was 

for soup. It provided information as to learned regarding the relative impor- 

what appeals and what serving sugges- tance of the various advertising appeals 
tions should be given greater emphasis, was applied to all media. 
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DRESS-BUYING BEHAVIOR OF CONSUMERS 


JOHN E. JACOBI AND S. GEORGE WALTERS 


The objectives of this study were to explore the nature of consumer dress-buying be- 
havior, and to develop hypotheses for future research. Three hypotheses are described: 
the narrowing process; the symbol-acceptance concept; and the critical-attribute phase. 


THEORIES OF CONSUMER-BUYING BEHAVIOR 


HE major limitation of all theoretical 
yy aie is the tendency to treat 
each one as a separate independent ex- 
planation. However, the hypotheses of 
other writers on consumer-expenditure 
behavior can be classified under the fol- 
lowing headings: biologically and _psy- 
chologically based values, needs, drives 
and instincts; social-cultural situations; 
institutional availability, that is, the 
consumer could buy only merchandise 
made available by the manufacturer; 
immediate influences, that is, special op- 
portunity to buy, price cuts, salesman- 
ship, etc. 


A THEORY OF DRESS-BUYING BEHAVIOR 
OF CONSUMERS 


The theory proposed here concerns a 
short-run explanation of how and why 
consumers buy a dress at a given time. It 
briefly considers the long run process by 
which consumers accept or reject certain 
social-economic status symbols which af- 
fect dress purchases. 


e@ About the Authors. John E. Jacobi received his 
B.A. from Lehigh University in 1929, and his Ph.D. 
in Sociology from New York University in 1933, 
where he was a Rockefeller Foundation Fellow. He 
is Associate Professor of Sociology at Lehigh Uni- 
versity. 

S. George Walters received his B.A. in 1949 from 
Western Maryland College, and his M.S. in 1950 
and M.B.A. in 1953 from Columbia University. As- 
sociate Professor of Marketing at Lehigh University, 
he has received research and study grants from the 
E. I. du Pont de Nemours and Company and the 
Ford Foundation. 

The authors are co-directors of an operations re- 
search team at Lehigh University. 
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The Narrowing Concept 


At the time of any particular dress 
purchase, the consumer has oriented her- 
self to the stores appropriate for her in 
terms of price, style, and store personal- 
ity. During this first stage in the process 
of selection, a certain amount of “nar- 
rowing” is almost automatic. The con- 
sumer is not aware of the full range of 
dresses available in various stores, or 
made available by various manufac- 
turers. Ignorance of styles and availabil- 
ity of styles automatically reduces the 
number of dresses from which a choice 
can be made. 


Critical-Attribute Phase 


After the “narrowing process” has re- 
duced dress choice, the purchaser has 
four or five dresses from which to choose. 
Which does she select and why? This is 
the critical-attribute phase. 

All product attributes are of equal 
importance in this phase. If one is miss- 
ing, a purchase probably wil! not occur. 
Therefore, the attribute least available 
becomes critical. If the selection has been 
narrowed to two dresses similar in style, 
color, and price, but differing in fabric, 
then fabric becomes the critical attribute 
because it is least available in the range 
of combinations. 


The Symbol-Acceptance Concept 


The symbol-acceptance concept visu- 
alizes the dress buyer as moving through 
several levels throughout her dress-buy- 
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ing history. The individual buyer makes 
value judgments on appropriate outer- 
apparel symbols, that is, a dress with 
particular features for her. 

The essence of this concept is the 
buyer’s degree of style awareness. Buyers 
may be typed on the basis of: (1) aware- 
ness and ownership of current style; (2) 
partial awareness and ownership of cur- 
rent style; (3) lack of awareness or owner- 
ship of current style. 

People at every income range are 
permanently located at, moving into, or 
moving through various levels. These 
levels may be differentiated by the de- 
gree of acceptance of status symbols 
shown by dress purchases. The present 
analysis limits these levels to three. Nar- 
rower definitions of these levels could 
result in more. These levels may be de- 
fined by social-cultural symbols to which 
dress buyers subscribe, for example, spe- 
cific styles, fashions, fads, labels, store 
personality. 

Whether three social-cultural dress 
levels are used for the entire range of 
consumer income, or dress levels for any 
particular income bracket, three types 
of buyers or social-cultural dress levels 
may be distinguished. The type-1 buyer 


group comprises those who have spent | 


some time buying within this particular 
level. They have assimilated appropriate 
social-cultural group-status symbols; and 
some are in the process of or about to 
shift into the next higher social-cultural 
dress level group. Women in type 1 are 
familiar with but probably less depend- 
ent upon store names, label, and brand 
than the other types. They are more con- 
cerned with the subtle aspects of all 
product attributes, such as fabric quality, 
pattern, etc. 

Type 2 includes those who have not 
completely assimilated appropriate status 
symbols. Since they have not fully assimi- 
lated the group-status symbol, greater 


reliance is placed on store name, brand, 
and label, as well as on the price of a 
particular dress. Price for type 2 may be 
a limiting factor (since the marginal 
utility of their income may be high), or 
price may serve as a symbol of style as 
well—for instance, a dress costs $20.00 
and, therefore, it is a style dress. 

Type 3 is a group little concerned with 
style. A large segment is made up of 
elderly persons. Expectations and actual 
purchase patterns indicate no movement 
in either direction, either into a higher 
or lower social-cultural economic group. 

The structure is further complicated 
by the continual movement of people 
from type to type. Shifts are probably 
caused by changes in status objectives, or 
limitations imposed by income, or both. 


EXAMINATION OF THE THEORY 


Each part of the theory leads to a num- 
ber of implications. The following analy- 
sis is based on a survey of the literature, 
a study of research projects completed to 
date, and an exploratory survey designed 
specifically to throw some light on these 
tentative proposals and some of the 
theory implications. 


Implications Relating to the Concept of 
the “Narrowing Process” 


(1) The number of stores, brands, la- 
bels, and dress prices is narrowed and 
the range of appropriate dresses reduced 
to a small number, possibly four or five 
or less. One narrows the choice of avail- 
able dresses by relating dress price to 
income, as well as by chance. Chance is 
involved because it is impossible for the 
average consumer to shop all stores and 
thus to be aware of all styles made avail- 
able by stores and manufacturers. Nor 
is it possible for any one store to stock 
full lines of all manufacturers. Those 
who have narrowed their store choices 
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to one or two or three stores will gen- 
erally be ignorant of offerings in the 
other outlets. 

(2) A second aspect of the narrowing 
process occurs when the consumer relies 
in part on magazines, newspapers, tele- 
vision and other media for information 
on what constitutes appropriate outer 
apparel. One individual relies almost en- 
tirely on television programs for ideas 
of appropriate styles; others depend 
upon the traditional fashion magazines. 
Thus, those who are particularly style 
conscious, or who rely on certain media 
because of uncertainty about what con- 
stitutes appropriate outer apparel, will 
in part have the narrowing process per- 
formed by media. 

(3) Institutional availability is a third 
aspect of the narrowing process; this re- 
lates to the dresses released to retail store 
outlets by manufacturers. The institu- 
tional coverage in any retail trading area 
itself limits range of available choices. 
In one exploratory study in the East, a 
respondent eliminated all available styles 
within her trading area. She made it a 
point to buy dresses not normally avail- 
able to her neighbors by shopping in a 
nearby trading area where a California 
dress line was available. 

(4) The specific situational need is the 
fourth characteristic of this narrowing 
process. A large segment of women select 
dresses for a particular use situation. 
The narrowing process is made largely 
on the basis of exactly what the dress is 
going to be used for. This seems to be a 
particularly important concept and a 
major part of the narrowing process. A 
greater portion of the women in one 
exploratory survey were primarily con- 
cerned with securing a “transitional 
dress,” to be used in the closing weeks 
of the summer and on into fall. As a 
result, the particular feature sought was 
three-quarter length sleeves. In another 


area, younger women were interested in 
this physical aspect as well. Three- 
quarter length sleeves had three uses: to 
cover arms and elbows, to provide 
warmth, and to convey modesty. Certain 
types of retail dress outlets specialized in 
certain use dresses. Some stores are re- 
garded as carrying good sportswear, 
others good formal wear. The consumer 
wants a dress type appropriate for a 
particular use situation, and goes to 
those stores which she believes excel in 
that type of dress. 

(5) The store buyer's influence is the 
final aspect of this narrowing process. 
This came to light in studies dealing with 
a small limited-line store. A significant 
percentage of the respondents let the 
store buyer perform the selecting process 
for them. Rejections by consumers were 
amazingly small. In two cases the women 
had no idea of buying a new dress, but 
did so when the store buyer told them 
that a particular dress was ideally suited 
for them. The concept of the narrowing 
process has been verified in the explora- 
tory study. The most frequent combina- 
tion of variables at work in the first phase 
of the narrowing process appears to be 
price, media, chance, institutional avail- 
ability, and use situation. The situation 
in which the store buyer is called upon 
to perform the narrowing process for the 
respondents has occurred frequently 
enough to warrant inclusion. 

(6) Phase 1 of the narrowing process 
results in a reduction of the number of 
dresses available to the individual con- 
sumer. After the dress choice has been 
narrowed to a relatively small number, 
the critical-attribute phase, or stage 2 of 
the narrowing process of selection be- 
comes operative. How does the buyer 
select one particular dress from among 
the three or four left? As indicated 
earlier, this phase of the narrowing proc- 
ess involves a decision on the part of the 
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consumer in which she must give a 
priority to some special feature of a dress. 
In effect, the final decision rests on the 
fact that there is one dominant attribute 
that shifts the scale in favor of a particu- 
lar dress. 

Visualize two dresses comparable in 
style, color, price, and fabric. One dress 
has a full skirt and the other a sheath 
skirt. If the consumer prefers the full 
skirt, and the two dresses are similar in 
all other respects, then the dress with the 
full skirt will be purchased. That at- 
tribute least available in the range of 
combinations becomes the critical attri- 
bute; purchase is made on the basis of the 
critical attribute. It is important to make 
a distinction between the kinds of things 
that the consumer weighs in phase 1 of 
the narrowing process, and the kinds of 
things the consumer gives weight to in 
phase 2 of the narrowing process. 

In most consumer studies, where the 
consumer ranks or assigns weights to 
reasons for buying a particular dress, it 
has not been possible to assign proper 
weights to these variables. If a consumer 
reports that she bought a dress because of 
style, the fact is that there are many other 
dresses of the same style available to the 
purchaser. 

These studies also fail to recognize the 
difference in the use of the word “‘style”’ 
in connection with phase 1 and phase 2. 
Recognition that this is a two-stage proc- 
ess permits a more realistic examination 
and understanding of consumer dress- 
buyer behavior. 

The respondent who mentions “style” 
in phase 1 of the narrowing process is 
talking about something quite different 
than when she mentions “style” in phase 
2. In an exploratory study, when the re- 
spondent oriented to phase 1 was asked 
to discuss the factors she looked for in 
the purchase of any dress, style was fre- 
quently cited. Certain types of respond- 


ents are articulate about what particular 
style they are looking for. But when the 
respondent is asked to think about the 
dress just purchased, she is unable to 
identify it as belonging to any particular 
style. At this phase (the critical-attribute 
stage), the term style generally referred 
to some special characteristic of the dress, 
for example, a bow with streamers at the 
rear of the dress, or a bow at the bust- 
line. “Stylish’” was the word that was 
frequently heard. 

Two exploratory studies indicate the 
variations which may take place in phase 
2 of the narrowing process, termed the 
critical-attribute phase. In one area, 
women had purchased a $12.98 nylon 
jersey dress with an autumn-leaf pattern, 
available in various sizes, and in three 
colors, plum gray, blue, and cinnamon. 
Some of the women interviewed pur- 
chased the $12.98 nylon jersey because it 
had three-quarter length sleeves. This 
raised the question as to why they bought 
the dress they did, since, after all, there 
were three colors available in the three- 
quarter length. Thus, the critical attri- 
bute became one of color. 


Summary of Critical-Attribute Phase 


In this second phase of purchase, all 
product attributes are of equal impor- 
tance. If one is missing, the purchase 
probably will not be made. The critical 
attribute is that attribute least available 
in the range of combinations, and deter- 
mines the ultimate purchase. When the 
individual has selected one dress, it is 
the result of a cumulative assessment of 
a number of factors relating to the prod- 
uct attribute and also to use situations 
and institutional availability. Media, 
other social groups, and other standards 
of living may be emulated. All these fac- 
tors operate in phase 1 of the narrowing 
process. In short, psychological-biological 
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drives, institutional availability, and the 
immediate influences help to narrow 
down the range of dresses until the con- 
sumer reaches phase 2 of the narrowing 
process, the critical-attribute phase. 

While there is a relationship between 
the critical attribute selected and the 
reason why it was selected, this relation- 
ship is most tenuous. It is extremely dif- 
ficult to get the respondent to connect 
the critical attribute with a fundamental 
reason why. 

The term “dress-purpose” can be used 
both in the sense of use situation (sports- 
wear, eveningwear, cocktail wear) and in 
the sense of use situation plus subtle 
aspects of personality. A dress may be 
wanted for a cocktail party, as well as to 
call attention to one’s self. 


Implications Relating to the Symbol- 
Acceptance Concept 


In exploratory surveys, respondents 


were grouped in line with the procedure 
described earlier. 
Respondents in type 1, having largely 
assimilated the style-status symbol, were 
relying chiefly upon subtle aspects of 
product attributes. They were not overly 
concerned with label or store name, al- 
though for the most part they knew both. 
Comments made by type-2 respond- 
ents included: “I buy all of my clothes 
at this store,” or “the store buyer selects 
the dress with my personality in mind” 


and “she knows what looks good on me,” 
or “I have confidence in the store.’ 
Thus, the hypothesis about type-2 people 
found some support. 

Product attributes were examined by 
type-3 respondents in a way that showed 
no style consciousness. This group was 
characterized by a stable purchase and 
use-situation pattern of apparent long 
standing. 


Relationship Between the Narrowing 
Process and the Symbol-Acceptance Con- 
cept 

The product attribute finally selected 
as the critical attribute is partly deter- 
mined by the symbol concept. It is not 
the only determinant but is a principal 
one. For example, those in the type-1 
category give critical attention to the 
subtle aspects of the product attributes. 
To illustrate the second part of the state- 
ment that the symbol concept is one of 
the principal determinants, but not the 
only determinant, women may select a 
particular dress in line with the symbol- 
acceptance and critical-attribute con- 
cepts, and the critical attribute will be 
related to some aspect of the individual's 
personality. Consequently, the narrow- 
ing process and the critical-attribute con- 
cept are interdependent, rather than 
separate and distinct from the symbol 
concept. 


The Forum 


ROBERT FERBER, Editor 


USE. OF TRADING STAMPS BY THE 
SMALL RETAILER 


TAYLOR W. MELOAN AND BERT C. McCAMMON 


What can trading stamps do for the small retailer? A survey of Indianapolis merchants— 
stamp users, ex-users, and nonusers—shows that those in strong competitive positions, who 
adopted stamps soon after they were introduced in the market, and promoted them 


aggressively had best results. 


TY\URING 1956 and 1957, the authors su- 

pervised a field survey of 293 small 
Indianapolis retailers to find out why many 
of them adopted trading stamps, and to de- 
termine the effects of stamp usage on their 
policies, practices, sales, and profits. Little 
previous research had been done on the use 
of stamps by small merchants. Most of the 
literature describes the results of their 
adoption by chains, department stores, and 
other large-scale operations. 


METHOD 


A questionnaire consisting of two sections 
was prepared. In the first section respond- 
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ents were asked about their merchandising 
practices, advertising and promotional poli- 
cies, and operating results for 1954, 1955, 
and 1956. These years were selected because 
they span a period during which trading 
stamps were not used, were employed mod- 
erately, and were widely adopted by the re- 
tailers surveyed. To minimize the possi- 
bility of biased responses, references to 
trading stamps were omitted. 

The second section was divided into sep- 
arate parts for stamp users, nonusers, and 
ex-users. Each respondent was asked about 
changes in his methods of operation as a 
result of stamp adoption or competition. 
The questionnaire also included a check 
list for the interviewer to indicate her im- 
pressions of store appearance and to record 
store use of premium promotion or anti- 
stamp display material. 

The sample consisted of 293 small retail- 
ers in the Indianapolis Standard Metropoli- 
tan Area. A small retailer was defined as a 
single-unit retail firm with fewer than ten 
full-time employees, or with an annual vol- 
ume of less than $250,000. In the food field 
this was increased to not more than four- 
teen full-time employees, or up to an an- 
nual sales volume of $400,000. 

There were go stamp users and 59 ex- 
users in the sample. Of these 149, 42 were 
service stations. The remaining 107 con- 
sisted of food stores, furniture and appli- 
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ance outlets, general merchandise stores, 
laundries and dry cleaners, hardware stores, 
women’s apparel or accessory shops, florists, 
restaurants, shoe stores, television-repair 
shops, cafeterias, milliners, and direct-sell- 
ing organizations. The 42 service-station 
stamp users and ex-users were selected at 
random. A complete census of users and ex- 
users was taken in the other kind-of-busi- 
ness classifications. 

In addition, the nearest non-stamp com- 
petitor of each respondent was interviewed. 
There were 144 of these merchants, making 
the total of 293 interviewed. 


TRADING-STAMP USAGE IN INDIANAPOLIS 


Between 1946 and 1955, few Indianapolis 
retailers gave trading stamps to their cus- 
tomers. Two large independent petroleum 
jobbers with company-owned plans were 
the principal users. Periodically others also 
adopted stamps, but by early 1955 only six 
firms were still using them. 

In June, 1955, after experimenting suc- 
cessfully with stamps in other urban areas, 
two major food chains—the Kroger Grocery 
Company and the Standard Division of the 
National Tea Company—began using this 
promotional device in the Indianapolis 
market. Within weeks, three other Indi- 
anapolis food chains also adopted stamps, 
primarily as a retaliatory measure. 

Each chain introduced its stamp plan 
with extensive advertising, liberal use of 
point-of-purchase displays, and “‘free”’ stamp 
offers. Consumers soon realized that they 
could obtain five or six premiums annually 
by concentrating their food purchases in 
stamp stores. As a result, there were sub- 
stantial shifts of patronage. Before the five 
food chains began giving stamps, 57 per 
cent of all Indianapolis families patronized 
their stores. Shortly after stamps were 
adopted, their clientele increased to 66 per 
cent of all families in the area.! 

Pioneering stamp advertising by these re- 
tailers, their success with stamps, and the 
selling efforts of stamp company representa- 
tives induced other Indianapolis merchants 


Figures based on “1956 Indianapolis Consumer 
Analysis,” Indianapolis Newspapers, Inc., p. 27. 


to adopt them. By early 1956, 616 retail 
stores—ig per cent of all such establish- 
ments in the Indianapolis market—were of- 
fering stamps to customers. These stores ac- 
counted for go per cent of total retail sales. 
Stamp usage was concentrated in five kinds 
of businesses. During 1956, they were given 
by 66 per cent of the gasoline service sta- 
tions; 13 per cent of the general-merchan- 
dise and variety stores; 13 per cent of the 
laundries and dry cleaners; 13 per cent of 
the hardware stores; and 10 per cent of the 
food stores in the Indianapolis Standard 
Metropolitan Area. Although many of these 
retailers later dropped stamps, a relatively 
widespread pattern of usage continued 
through 1957 and early 1958. 


REASONS FOR ADOPTING TRADING STAMPS 


Of the 616 stores using stamps in 1955 
and 1956, 480 were operated by small re- 
tailers. During the post-war decade, many 
of these merchants had difficulty in main- 
taining their competitive positions. Their 
problems stemmed from the increased im- 
portance of discount houses and other high 
volume, low markup retailers, continuous 
expansion of modern suburban shopping 
centers, migration of customers to the out- 
lying areas of the city, and rapidly increas- 
ing operating expenses. By 1955, many of 
these small independents were favorably 
disposed toward the use of new promo- 
tional techniques. 

Table 1 summarizes the reasons given by 
149 small retailers for adopting stamps. 
While not all are mutually exclusive, they 
indicate shades of response to this open end 
question. 

The expectation of greater sales leads the 
list. Retailers cited one or more of the fol- 
lowing benefits expected from sales in- 
creases: improved gross-margin percentage, 
reduced operating-expense ratio, higher 
rate of inventory turnover, increased prof- 
its, and a better return on investment. 

Over one-third stated that they adopted 
this form of “giveaway” because of con- 
sumer demand. Generally these retailers 
hoped to maintain rather than enhance 
their competitive positions. 
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TABLE | 


Mayor REASONS FOR ADOPTING TRADING STAMPS REPORTED BY 
149 SMALL INDIANAPOLIS RETAILERS 
-1956) 


(1955 


Reasons for adopting 
trading stamps 


Number o 
respondents* 


Percentage of 
respondents” 


To increase sales 
To meet demands of consumers 


76 51.0 
54 36.2 


Because non-competing supermarket or other major 


retailer in area uses same trading stamp 38 
Because competitors adopted trading stamps $2 


25.5 


215 


Because trading stamps are best way for small re- 
tailers to compete against large scale enterprises 26 
To obtain exclusive trading stamp rights in re- 


tailer’s trading area 


16 


To capitalize on trading stamp company advertis- 


ing and promotion 


8 


* Total exceeds number of respondents because of multiple responses. 


» Total exceeds 100 per cent because of multiple responses. 


The third ranking reason for stamp adop- 
tion illustrates the dependence of small re- 
tailers on larger stores for customer trafhc. 
After customers of supermarkets and other 
major stamp-giving retailers acquire the 
saving habit, they want to fill their books 
as rapidly as possible. Small merchants in 
the vicinity of such stores often adopted 
stamps to attract the patronage of these pre- 
mium conscious consumers. 

Competitive retaliation was the fourth 
ranking reason for stamp adoption. Most 
respondents mentioning this were service- 
station operators. Because competing sta- 
tions offer standardized products, prices, and 
services, mobile customers are not too par- 
ticular about where they buy. When an op- 
erator added stamps, he gained a temporary 
differential advantage. To regain lost pa- 
tronage, his competitors often added stamps, 
too. The effectiveness of trading stamps in 
altering gasoline purchase patterns explains 
why 66 per cent of the stations in the 
greater Indianapolis area offered them 
sometime during the 1955-1956 period. 

More than 17 per cent of the retailers 
said that trading stamps were the best pro- 
motional possibility at their disposal to 
compete effectively against mass distribu- 
tors. In addition, several sought to remain 
competitive by adopting stamps rather than 
by making more costly capital expenditures 
such as modernizing their stores. Others 


mentioned stamp usage as a short term sub- 
stitute for conversion to self service. 


OFFSETTING TRADING-STAMP COST 


The cost of trading stamps to the retailer 
ranged from 1.5 to 3.0 per cent of net sales. 
Table 2 summarizes respondents’ methods 
of offsetting this cost. Almost two-thirds of 
the retailers with increased sales reported 
that they recovered the entire cost in this 
way. This typically required a sales increase 
of 12 to 15 per cent. 

A large number of merchants used two or 
more of the offsetting methods in Table 2. 
For example, a retailer may have recovered 
part of the cost through sales increases. 
Also, he may have reduced advertising ex- 
penditures as a percentage of sales and 
raised prices on selected items. Price in- 
creases were concentrated in the service-sta- 
tion field. More stamp-using stations priced 
above the model market price than did 
their non-stamp counterparts. In addition, 
some operators increased prices on repair 
or maintenance work to offset the cost of 
stamps. However, aggressive competition in 
the Indianapolis market precluded wide- 
spread price adjustments by trading stamp 
retailers. 

Most retailers who cited higher gross- 
margin percentages as a method of offset- 
ting trading-stamp cost added higher-than- 
average markup lines of merchandise and/ 
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TABLE 2 


Metnops Usep To Orrset TRADING-STAMP COsT REPORTED BY 
90 SMALL INDIANAPOLIS RETAILERS 
(1956) 


Method reported 


Number of 


Percentage of 
respondents* 


respondents» 


Increased sales volume 


Reduced advertising appropriations as a percentage 


of sales 
Fewer low-priced specials 
Increased retail prices 
Higher gross margin 
Reduced customer services 
Cannot be offset 


$2.2 
14 15.6 
10 11.1 
10 11.1 
9 10.0 


» Total exceeds 100 per cent because of multiple responses. 


or increased sales enough to take greater 
advantage of cash and quantity discounts. 
Although the majority of respondents indi- 
cated that they were able to-recover the cost 
of stamps wholly or in part, over one-third 
stated that they could not offset this cost. 


SALES AND PROFITS 

Tables 3 and 4 summarize the reports of 
small retailers about their 1954 and 1956 
sales and profits. During 1954, none used 
stamps. By the end of 1956, all had either 
adopted stamps or faced direct stamp com- 
petition for a considerable period of time. 
Comparison of sales and profits for 1954 
and 1956 made it possible to analyze the in- 
fluence of stamps on operating results. 

The tables indicate that widespread use 
of stamps alone did not exert a decisive in- 
fluence on competitive relationships among 
small merchants. One exception should be 
mentioned: a significantly higher propor- 


* Total exceeds number of respondents because of multiple responses. 


tion of stamp-using service stations reported 
sales and profit increases in 1956 over 1954 
than did either their non-trading stamp or 
ex-trading stamp competitors. 


SUCCESSFUL USE OF TRADING STAMPS 


Small independent retailers reporting 
successful use of trading stamps were gen- 
erally located in an expanding suburban 
area or in a major “string” street-shopping 
development. The majority also had up-to- 
date stores, broad merchandise assortments, 
sufficient free-customer parking, adequate 
customer services, and competitive prices. 
Such retailers were in a strong position 
prior to their adoption of stamps. 

In contrast, small retailers who were dis- 
satisfied with stamps generally lagged be- 
hind competitors in providing desirable 
patronage appeals. For example, over 70 
per cent of the dissatisfied users were lo- 
cated in shopping districts close to the cen- 


TABLE 


CHANGES IN SALES REPORTED BY 246 SMALL INDIANAPOLIS RETAILERS* 
(1954-1956) 

Stores 
Stores Stores reporting sales 

Retailers classified reporting higher reporting lower in 1956 
on basis of stamp sales in 1956 sales in 1956 comparable to 

usage in November, than in 1954 than in 1954 1954 
1956 


No. 


No. 


No. 


Trading Stamp Retailers 42 56.8 12 16.2 20 27.0 
Non-Trading Stamp Retailers 66 54.1 26 21.3 30 24.6 
Ex-Trading Stamp Retailers 29 58.0 ll 22.0 10 20.0 
All Stores 137 55.7 49 19.9 | 60 24.4 


® Of the 293 retailers surveyed, 246 provided sales data. 
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TABLE 4 


CHANGES IN DOLLAR Profits REporTeD By 246 SMALL INDIANAPOLIS RETAILERS* 


(1954-1956) 


Stores 
Stores Stores reportin 
Retailers classified reporting higher reporting lower dollar profits 
on basis of stamp dollar profits in 1956 dollar profits in 1956 in 1956 com- 
usage in November, than in 1954 than in 1954 parable to 1954 
1956 
No. % No. % No. % 
Trading Stamp Retailers 25 33.8 28 37.8 21 28.4 
Non-Trading Stamp Retailers 39 32.0 43 35.2 40 32.8 
Ex-Trading Stamp Retailers 19 38.0 20 40.0 ll 22.0 
All Stores 83 33.7 91 37.0 72 29.3 


* Of the 293 retailers surveyed, 246 provided profit data. 


ter of Indianapolis where the population 
and income levels have either remained 
constant or have declined during the past 
five years. Most of these stores were in con- 
gested areas with limited offstreet parking. 
In addition, the majority occupied physical 
facilities with less than 1,000 square feet of 
selling area. As a result, their merchandise 
assortments were narrow. They tended to 
have high markup pricing policies, limited 
customer services, and modest advertising 
and promotional budgets. 

Apparently stamps alone will not correct 
a basically weak competitive position. The 
desire to save trading stamps is a secondary 


PROJECTIVE TECHNIQUES IN INTERVIEWING 
FARMERS 


EVERETT M. ROGERS AND GEORGE M. BEAL 


Projective techniques offer one means of obtaining some types of hard-to-get data. The 


patronage motive for most consumers. They 
will not shift their patronage from a non- 
stamp to a stamp store unless the latter is 
competitive in other phases of its operation. 

Small retailers reporting successful expe- 
rience with trading stamps also promoted 
their stamp plans aggressively, used the 
same brand of stamps as nearby noncompet- 
ing retailers, adopted stamps soon after they 
were introduced in the market, and were 
able to handle additional volume with lit- 
tle or no added expense. These factors were 
not characteristic of the operations of most 
small retailers dissatisfied with trading 
stamps. 


present comparison with direct questioning indicates that projective techniques are 
rapport-builders and are one way to avoid securing socially accepted responses. 


CONTINUING problem in studying con- 
sumer attitudes is the difficulty of ob- 
taining valid data. In many areas of inquiry 
true answers are difficult to secure. 
One approach is the use of projective 


techniques: the Rorschach Ink-Blot Test, 
Thematic Apperception Test, stimulus pic- 
tures, story completion, word association, 
sentence completion, and the like. 

These techniques are “projective” to the 


@ About the Authors. Everett M. Rogers is Assistant 
Professor, Department of Agricultural Economics 
and Rural Sociology, the Ohio State University. 
George M. Beal is Professor, Department of Eco- 
nomics and Sociology, Iowa State College. Both 
authors received their Ph.D. degrees from Iowa 
State College, and are engaged in research on how 


new products and scientific ideas are communicated 
to and adopted by rural people. 
This article is Journal Paper No. J-3328 of the 


Iowa Agricultural and Home Economics Experi- 
ment Station, Ames, Iowa (Project No. 1236). Funds 
were provided by a grant from the Foundation for 
Research on Human Behavior, Ann Arbor, Mich. 


| 
‘| 
177 
| 


178 


THE JOURNAL OF MARKETING 


October 1958 


extent that they induce a respondent to 
project himself into a relatively ambiguous 
situation which he then interprets on the 
basis of his own past experiences. The as- 
sumption is that in expressing himself 
about a situation he reveals his basic values, 
attitudes, and motivations, some of which 
he may not even know about consciously. 

Following is a comparison of results from 
direct questioning and from the use of a 
projective technique. 


THE PROBLEM 


In a series of field interviews with 148 
lowa farm operators and their wives in 
1955, an attempt was made to secure infor- 
mation about various “reference groups” 
that influenced their decisions to adopt new 
products. Reference groups are those groups 
to which individuals refer as they make de- 
cisions and take action. 

The products included 2,4-D weed spray, 
commercial fertilizers, soil insecticides, anti- 
biotic feeds, new “miracle” fabrics, pre- 
pared-food products, and rug shampoos. 


However, responses to direct questions 
were vague, evasive, and often created em- 
barrassment for the respondents. Rural peo- 
ple seemed to view these questions as vio- 


lating socially accepted limits. Yet the 
respondents did not seem to object to other 
questions about income, age, and sources of 
information. Few of the respondents were 
willing to admit, on the basis of direct 
questioning, that any reference group in- 
fluenced their purchasing decisions. 


STIMULUS PICTURES 

One and one-half years later, in 1957, a 
sample of the original respondents was in- 
terviewed with stimulus pictures, one type 
of projective technique. The seven stimulus 
pictures used were line drawings showing a 
farmer with a number of different reference 
groups and referents, such as family, neigh- 
bors, friends, county agent, and an agricul- 
tural scientist. 

The stimulus pictures were handed to 
the respondents and they were asked a se- 
ries of probe questions about each, such as: 
“What is going on in this picture?” “Who 
are the people in this picture?” “How do 
they feel toward each other?” “How impor- 
tant is it to each of the people what the 
others think of him?” Interviews were tape 
recorded. 

The emphasis in agricultural advertising 
is on the new and scientific. The scientist 


Ficure 1. Scientist-Farmer Stimulus Picture. 
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is generally portrayed as working for the 
farmer to help solve farmers’ problems and 
make him more money. County agents, ag- 
riculture teachers, and salespeople often 
use the scientific development of their prod- 
uct or idea as a basis for gaining its ac- 
ceptance. 

The: stimulus picture was used with 
probe questions about farmers’ perceptions 
of agricultural scientists. 


RESULTS 

The 1955 study employed direct ques- 
tioning on the same subject; but almost no 
negative opinions had been overtly ex- 
pressed about scientists, although there was 
some indirect evidence that such attitudes 
existed. 

In 1957 the stimulus projective picture 
resulted in the following kind of replies: 


Why, the scientist is definitely a guarding, or 
a helping hand. 


I feel that the scientist . . . we need him for 


the farm all right. No question about that. 
Looks like the farmer in the picture is just a 
little bit in doubt. 
Well, I'd say he [the farmer] may have a little 


SERVICE CHARGE OR INTEREST CHARGE? 
ROBERT H. COLE 


This article deals with the question of whether a service charge on revolving credit 


grin on his face like he may not completely be- 
lieve him. 

Most farmers are generally unfavorable to- 
ward scientists, I think. 


Both positive and negative attitudes to- 
ward scientists were displayed when pro- 
jective techniques were used. There was a 
significant positive relationship (r = +-.51) 
between favorableness of attitudes toward 
the scientist and the rapid adoption and 
purchase of twenty-four new farm products 
and practices. 

The responses in the projective inter- 
views were usually concerned with “the 
farmer in the picture.” The third-person 
nature of these remarks tended to reduce 
the threat and anxiety of the interview situ- 
ation. 

In this study, stimulus pictures were 
greater “rapport-builders” than direct ques- 
tions. Respondents did not view the stimu- 
lus pictures that were handed them as 
“crazy” or even especially out of the ordi- 
nary. 

And in more recent studies conducted 
with larger samples of farmers in lowa and 
Ohio, no one refused co-operation because 
of the use of stimulus pictures. 


and installment transactions is to be considered an interest charge and thus subject to 
the usury laws. Question also is raised as to the influence on all other types of credit op- 
erations if it is determined that a finance charge on the sale of goods falls in the same 


ECENT legislative and court actions have 
raised questions as to whether various 
interest laws and usury laws apply to the 


@ About the Author. Robert H. Cole is an Associate 
Professor of Marketing at the University of 


Nebraska. Formerly associated with the Market 
Research Staff of Westinghouse Electric Corp. and 
the Research Department of the Federal Reserve 
Bank of Kansas City, he has his Ph.D. from the 
University of North Carolina in 1952. He also has 
taught at the University of Illinois and at William 
Jewell College. 


category as an interest charge on the lending of money. 


sale of goods and services on a time basis. 

The fundamental issue is simply whether 
a finance charge or service charge is to be 
considered an interest charge. If it is to be 
considered an interest charge, does the 
usury law in the state apply? If it does, will 
it be found that the financing charge in 
most of the transactions involved is in ex- 
cess of the interest rate allowed under the 
usury law? Thus, is the business firm guilty 
of violating the usury law which up to this 


| 


180 


THE JOURNAL OF MARKETING 


October 1958 


time most people have seemed to feel ap- 
plied only to the lending of money and not 
to the sale of goods and services? 


REVOLVING-CREDIT PLANS 

These questions are especially pertinent 
in connection with the relatively new re- 
volving-credit plans found in most leading 
department stores throughout the United 
States. Under this type of plan the customer 
who buys primarily apparel and other soft- 
goods items on a deferred-payment basis 
can determine the monthly payment best 
suited to his or her needs. This monthly 
payment, multiplied by the number of 
months that the store chooses to run its re- 
volving-credit plan, ordinarily determines 
the credit line for the customer. A service 
charge, usually based on the brought-for- 
ward balance, is added to the account and is 
payable along with the regular monthly 
payment. See Table 1. 


TABLE | 
A Typicat “Basic’”’ REVOLVING-CrepIt PLAN 


If the customer 
agrees to pa 
monthly* 

Then the cus- 
tomer’s credit 


is $60 $90 $120 
* Plus service charge. 


$10 $15 $20 $25 $30 $ 35 


$150 $180 $210 


In some instances, however, retailers have 
adopted a so-called flexible or chart plan of 
revolving credit. Under this type of ar- 
rangement, the flexible account of a cus- 
tomer has no “agreed-upon” ceiling; the 


TABLE 2 


A TypicaL “FLEXIBLE” or “CHART” REVOLVING- 
Crepir PLAN 


If a customer’s 
balance is 


Then the customer's 
monthly payment is* 


Under $50 
Between $50-$75 
$ 76-$100 

101- 125 

126- 150 

151- 175 

176- 200 


* Plus service charge. 


terms are not standard among merchants; 
and some merchants are offering carrying 
terms to individual customers, depending 
upon the credit risk involved. 

A typical flexible or chart plan is shown 
in Table e. 

Since no one plan or series of plans ever 
meets all specifications desired by retail 
stores and their customers, variations of the 
basic and the flexible plans have been de- 
veloped. One of the most important of 
these is shown in Table 3. 


TABLE 3 
VARIATION OF “BASIC” AND OF “FLEXIBLE” PLANS 


If each month the 
customer wishes 
to pay* $10 $15 

Then the customer 
may charge up to $100 $150 


If the customer’s 
account exceeds 
the agreement 
limit by 

up to $ 40 
$4lto 80 
8lto 110 
lllto 140 
Amounts over $140 


$20 $25 $ 30 
$200 $250 $300 


The customer 
must pay that 
month the agreed 
payment plus 


of amount over 
agreed limit 


® Plus service charge. 


In all these plans, regardless of type, a 
service charge is involved. This charge gen- 
erally is quoted at 34 of 1 per cent per 
month on the unpaid balance (g per cent 
true annual rate), or a 1 per cent per month 
(12 per cent true annual rate), or at 114 
per cent per month (18 per cent true an- 
nual rate).2 Under most revolving-credit 
plans, customer’ are not told what the exact 
time price of a good will be, but are told 
only the cash price and the carrying charge 
involved. 


ACTION IN FOUR STATES 


Four states—Arkansas, New York, Ne- 
braska, and Wisconsin—have taken signifi- 


*Robert H. Cole, Revolving Credit, Business 
Management Survey No. 6 (Urbana: Bureau of 
Business Management, University of Illinois, 1957). 

* Same reference, p. 42. Also, Credit Management 
Year Book—1957-1958 (New York: National Retail 
Dry Goods Association, 1957), p- 39- 


$10 
30 
— 40 
— 
7.50 
10.00 
12.50 
15.00 
17.50 
20.00 
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cant actions in relation to revolving-credit 
and installment transactions. 

Arkansas. The Supreme Court of Arkan- 
sas held in 1957 that an installment sale 
contract by Sears, Roebuck & Co. was usu- 
rious and void.* This case put Arkansas in 
the unique position in which merchants of 
the state must restrict their time price of 
goods to no more than the legal rate of in- 
terest above their cash price of the goods. 

New York. A decidedly different action 
has been taken in New York State, where 
the Retail Installment Sales Act of 1957 
recognized that retail stores have different 
problems in handling revolving-credit ac- 
counts, as opposed to open-charge accounts.* 
The Act regulates the charges that can be 
levied on revolving-credit accounts, setting 
the limit at 114 per cent per month on the 
first $500 unpaid balance of an account, and 
at 1 per cent per month on amounts in ex- 
cess of $500, with a minimum of $1 per 
month where the computed charges are less. 
No time price need be quoted, but the con- 
tract must “state the entire agreement of 
the buyer with respect to the subject matter 
of the credit agreement.” 

Nebraska. In Nebraska, the question of 
interest charge or service charge is being 
raised by a legislative investigating com- 
mittee. The debate has centered on whether 
a finance charge connected with the sale of 
goods on revolving credit is to be consid- 
ered an interest charge and thus whether 
the g per cent Nebraska usury law applies 
to revolving-credit transactions. In 1957 the 
Supreme Court of Nebraska pointed out 
that the crucial test of the validity of a time 
sale in Nebraska was whether a buyer ac- 
tually was informed of and had an oppor- 
tunity to choose between a time sale price 
and a cash sale price.’ Thus, the legal 
status of the financing charges connected 
with some Nebraska revolving-credit ac- 


*Sloan v. Sears, Roebuck & Co. (Ark. Sup. Ct., 
Dec. 23, 1957), 308 S.W. (2d) 802. 

*New York Retail Installment Sales Act, Personal 
Property Law—Ch. 41, Art. 10, as added by Laws of 
1957, Chapter 599, approved April 17, 1957. 

* McNish v. General Credit Corporation, 164 Neb. 
526 and McNish vy. Grand Island Finance, 164 Neb. 
543- 


counts is being questioned, since in this 
type of credit transaction the customer gen- 
erally is not told the exact time price, but 
is told only the cash price and the finance 
charge which usually is expressed as a per- 
centage. 

Wisconsin. In Wisconsin, revolving credit 
transactions in department stores have be- 
come the subject of attention and interest 
of the Supervisor of the Division of Con- 
sumer Credit, State Banking Department 
of Wisconsin. The status of finance charges 
for revolving-credit transactions in Wiscon- 
sin is a confused one. The Wisconsin Bank- 
ing Department has attempted to secure 
the advice of the State Attorney General on 
this matter, but no formal opinion has been 
received. 


INFLUENCE ON OTHER STATES 

The actions taken in Arkansas, New 
York, Nebraska, and Wisconsin are simply 
forerunners of similar inquiries, investiga- 
tions, legislative enactments, and court in- 
terpretations in other states. If other states 
were to enact legislation reflecting the ex- 
treme view of Arkansas, all contracts for 
the sale of goods to consumers at a rate of 
interest greater than the state usury rate 
would be void. It is difficult, and alarming, 
to imagine any such action on a widespread 
basis. 

On the other hand, if other states follow 
an action similar to that of New York, rec- 
ognition will be given to the fact that there 
is importance to the cash price-time price 
concept and that certain types of credit ac- 
counts are entitled to different service 
charges, depending upon the time and risk 
elements involved. 


CONNECTION WITH OTHER 
CREDIT TRANSACTIONS 

If the legislatures and the courts intro- 
duce and adopt the idea that usury laws ap- 
ply to the credit sale of goods and services 
as well as to the lending of money, they 
open the door to many problems and legal 
entanglements. Can it rightly be said, for 
example, that the usury laws apply to one 
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type of retail-credit practice and not to the 
practices of thousands of other businesses 
in which cash-versus-credit prices enter into 
their day-to-day operations? 

In reference to the extreme view of the 
Arkansas Supreme Court, the question 
might be raised whether this decision can 
affect, for example, the long-established 
practice in many lines to grant terms of 
2/10, n/go to business customers. If the 
cash discount is not taken, this is equivalent 
to a firm paying a charge of approximately 
36 per cent per year for the use of money 
for twenty days. Likewise, some newspapers 
grant a discount of 10 cents per column 
inch for display advertising if paid by the 
15th of the month following. Thus, if the 
bill is not paid until the goth of the month, 
the advertiser has paid a charge of approxi- 
mately 48 per cent for the use of this 
money. 

In addition, on many heating-gas_ bills 
there is a net price of so much if paid by the 


VALIDITY OF A BRAND-AWARENESS QUESTION 


ALLAN GREENBERG 


Answers to questions in consumer surveys on memory of source of past information 


10th of the month following, and 10 per 
cent additional if paid after the 10th. This 
amounts to a charge of 3,650 per cent a year 
if the bill is paid on the 11th, and to a 180 
per cent rate if paid on the goth. 

Except for Arkansas and New York, the 
status of the finance charge for revolving- 
credit accounts is in doubt. The thousands 
of retailers who have adopted this type of 
credit plan and have incorporated it into 
their credit systems are not sure whether 
their charges to the customer come under 
the cash price-time price of goods concept, 
or whether the state usury law applies. 
Doubly hard is the situation of the retail 
organization operating in a large number of 
states and attempting to decide the legal 
status of their finance charges in each of 
the states in which their stores are located. 

Each state needs a precise statement as to 
the exact status of the finance charge in- 
volved in revolving-credit transaction, and 
in all credit sales of goods and services. 


are generally believed to have little validity. Here the author describes an attempt 


FREQUENTLY asked question, and a just 
A as frequently discarded question, in 
consumer surveys is one on source of brand 
awareness. Yet many people do not believe 
that a consumer can truthfully answer this 
type of question, even if willing to do so, 
because of memory and perception factors. 


e About the Author. Prior to his present assign- 
ment as Director of Research of Doyle Dane Bern- 
bach, Inc., New York, Mr. Greenberg was head of 
research at Grey Advertising Agency in New York. 
Previously he was associated with a manufacturer 
and various research companies. Mr. Greenberg has 
written for various publications, including the 
Public Opinion Quarterly and THE JOURNAL OF 
MARKETING. 


to obtain firsthand information as to the truthfulness of this belief. 


STUDY DESIGN 

The present study was made by Doyle 
Dane Bernbach, Inc., for The Chemstrand 
Corp., producers of the basic acrylic fiber 
“Acrilan.”” Chemstrand wanted to deter- 
mine consumer reactions to the blankets 
made of Acrilan. 

The study design called for the insertion 
of a double card in each box shipped by a 
co-operating blanket manufacturer which 
invited the purchaser to participate after a 
number of months in a product survey in 
return for which she would be sent a pre- 
mium. One half of the double card ex- 
plained the offer and urged her to send the 
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card back immediately. The other half was 
a postage-paid card which asked her to an- 
swer two questions, one of which was: 
“Where did you first hear of Acrilan blan- 
kets?” 

The returned cards were cumulated over 
a period of six-months time; and nine 
months after the first card was received a 
lengthy questionnaire was sent to each 
woman who had returned a card. The same 
question as on the post card was repeated in 
the mail questionnaire. 

Questionnaires were mailed to 431 re- 
spondents; and, after a follow-up mailing. 
an 80.3 per cent (346) return was received. 
There were 330 usable returns. Only those 
cards indicating one source of brand aware- 
ness were used. The assumption was that 
those giving multiple sources in their an- 
swers to the original post card question 
were not too sure of the source of brand 
awareness. 

That the source of brand awareness 
checked was “true” was indicated »\ the 
following factors: the card was filled in im- 
mediately after purchase; many women vol- 
unteered that they had seen or heard the ad 
and went to the store specifically to buy the 
blanket; others wrote in the circumstances 
under which they had learned about Acri- 
lan. 

Since the cards had been accumulated 
over a period of time and the mail ques- 
tionnaires had been sent out all at one 
time, the cards were divided into two 
groups, those with a 3-to-6-months lapse be- 
tween answers, and those with a 7-to-g- 
months lapse. 

The same national media—television and 
magazines—were used during the entire pe- 
riod of the study, while newspapers, radio, 
and other forms of local promotion were 
utilized by Chemstrand and by stores sell- 
ing the blankets. 


RESULTS 


The first area checked was whether the 
same rank order of primary sources of 
knowledge was given by women after a 


prolonged period of time, for example, nine 
months. During this period women were 
subjected to a great deal of Acrilan adver- 
tising. 

The accompanying table shows a remark- 
ably close correlation in answers despite 
the elapsed time. Furthermore, giving equal 
weight to multiple mentions does not dis- 
tort the close correlation. Only 10 per cent 
gave multiple mentions. 


SOURCES OF BRAND AWARENESS 


Answers to 
Answers to mail 
postcard questionnaire 
(N = 330) (N = 364) 


Magazines/ Newspapers 
Television /Radio 
Salesperson/Display 
Friend /Relative 
Catalogue/Brochure 


Next, an analysis was made to determine 
whether the close correlation was due to 
offsetting shifts in sources checked or 
whether the results were due to internal 
consistency, that is, same sources checked 
both times. On the average, three of every 
four women were consistent in their desig- 
nation of the first source of knowledge of 
Acrilan blankets. 

Of the major sources of information, the 
Magazine /Newspaper category had the low- 
est consistency. The difference between this 
group and the average was not statistically 
significant as tested by chi-square (P = .20). 
For the three other major sources of brand 
awareness, the degree of consistency was ex- 
actly the same. 

To determine consistency of response 
over time, the results were analyzed for the 
two periods of elapsed time. Consistency of 
response was high regardless of the amount 
of time between the answer to the post card 
and the mail survey. On the average, of 
those who responded over an elapsed time 
of from 3 to 6 months, 71 per cent answered 
the same both times; and for those with an 
elapsed time of from 7 to g months, 78 per 
cent answered the same both times. The 


24.6%, 25.3%, 
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differences were not statistically significant 
(P > .10). 

The pattern of response for both amounts 
of elapsed time were similar. For both, 
Magazines/Newspapers had the least pro- 
portion of consistent answers and to ap- 
proximately the same extent. Surprising|y, 
those with a 7-months to g-months lapse 
had a slightly higher proportion of con- 
sistent answers than did those with a 
smaller lapse in time. The figures, though 
small, are consistent. One possible reason 
is that those who purchased the blankets at 
the beginning of the campaign might have 
been influenced to do so via an initial 
strong impression (as demonstrated by the 
fact that they were the first to buy). 


N a 1958 consumer survey in Ottawa, On- 
I tario, experiments were carried out on 
a method of obtaining answers to survey 
questions from those who are not at home. 
This method does not seem to have been 
previously described in the literature. 

It has two important advantages: (1) Re- 
sponses from a considerable percentage of 
the not-at-homes can be obtained at ex- 
tremely low cost, reducing the amount and 
cost of call-backs sharply. (2) Responses can 
be obtained from some of those who are 
“never” at home, even if an interviewer 


@ About the Author. Richard L. Edsall is Managing 
Director of his own marketing consultant service 
in Montreal. He received his A.B. from Harvard 
University in 1926. After working with varicus ad- 
vertising agencies in the United States from 1930-51, 
he moved to Montreal. Following two years with 
Advertising Associates, Ltd., in that city, he estab- 
lished his present organization in 1953. Mr. Edsall 
has been a frequent contributor to advertising, 
business, and technical publications. 


GETTING “NOT-AT-HOMES” TO INTERVIEW 
THEMSELVES 


RICHARD L. EDSALL 


Can answers to survey questions be obtained from “not-at-homes” without expensive 
call-backs? This article describes a successful method of doing this. 


CONCLUSION 


Apparently, questions about sources of 
brand awareness and knowledge do have 
some validity. Of course, in the case cited 
here the product was new. Also, the degree 
of consistency may be slightly inflated be- 
cause the air media and the print media 
were dealt with as one. However, the great 
bulk of mentions in these combinations 
were for the television and magazine part- 
ners. 

Just as high consistency was evident even 
for a lapse of from 7 to g months. Further- 
more, Acrilan was a known name, and 
women had been subjected to years of pre- 
vious advertising to the name on other 
items. 


calls back half a dozen times at different 
hours of different days. 

The method consists basically in design- 
ing a self-explanatory and easy-to-answer 
questionnaire; printing some of the ques- 
tionnaires on a reply card, or, if they are 
too long for that, printing reply envelopes 
to mail them in; printing also a covering 
card to be signed by the interviewer, ex- 
plaining the purpose of the interview and 
asking the absent person(s) to fill in, sign, 
and mail the answers. 

The signatures are important to indicate 
which “not-at-homes” did answer and which 
ones need call-backs in person. 

This technique is more likely to be suc- 
cessful when used 


—among people of high-school education or 
better; 

—on questions which can be answered, most of 

the time, with standardized answers rather 

than open-end fill-ins; 
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—on questions which do not need explanation 
from the interviewer; 
—in cases where the complete questionnaire is 


not very long, perhaps fifteen questions maxi- 
mum. 


In the Ottawa survey, the questionnaire 
was short enough to fit on a reply card 6” x 
4”. The reason the cards were left with not- 
at-homes instead of phoning them was that 
one question was too complex to handle 
easily on the telephone, but simple enough 
to answer when read with an explanation. 

The survey was confined to the three 
main high-income areas of Ottawa, plus a 
middle-income control area adjacent to one 
of the three high-income areas, so that read- 
ing, understanding and ability to write was 
higher than average. This would inevitably 
help to secure a good response by mail. At 
the same time a survey in high-income areas 
tends to produce a high percentage of not- 
at-homes since people of higher income can 
afford both entertainment away from home 
and a servant or baby-sitter to free them to 
go out. Also, because the bulk of interviews 
was sought with men, all interviewing was 
done at night or on the week-end, which is 
likely to raise further the percentage of not- 
at-homes. 

Among 1,796 homes called on in Ottawa, 
1,272 interviews were completed on the 
spot, 103 flatly refused to co-operate, and 
435 (24 per cent) had no responsible adult 
at home or none available at the moment. 
Stamped reply cards were left at each of 
these homes, and clipped to them a card 
signed by the interviewer, reading as fol- 
lows: 


SURVEY ON NEW TV SERVICE 
FOR OTTAWA 


Sorry you were not at home. We are finding out 
whether the people of Wttawa want a new serv- 
ice which will bring them American TV pro- 
grams. It will take you only 1 or 2 minutes to 


check off your answers and sign the stamped 
and addressed card. Thank you. 


RICHARD L. EDSALL 
1800 Sherbrooke St. W. 
Montreal 25, Que. 


Marketing 
Consultant 


Out of 435 homes where stamped reply 
cards were left with requests to sign and 
mail them, 122 (28 per cent) filled in and 
returned the cards. Furthermore, the replies 
came in promptly, so that there was no long 
delay before personal call-backs could be 
planned. Virtually all these mailed replies 
were signed. 

The mailed replies disclosed a significant 
difference from the interviews with those 
who were at home when the interviewer 
first called. The subject of this survey was 
interest in paying for a service to extend 
TV reception to include American stations. 
Those who were not at home were less in- 
terested in fairly considerable payments for 
home entertainment. The keen interest 
(those who would definitely buy the service, 
or probably would) was just as strong 
among mailed replies as among personal 
interviews. The big difference was a sharp 
falling-off among those who “perhaps” 
would be interested. 

One of (perhaps) many improvements 
that can be made in further uses of this 
technique is to ask respondents who mail 
back questionnaires to indicate on which of 
the last seven evenings (or afternoons, or 
mornings) they were away from home, so 
that their replies can be used to project 
answers for those not at home during those 
periods. 

The cost of these additional “interviews” 
by mail comes to only a few cents apiece for 
the forms and postage, instead of very con- 
siderable sums for repeated call-backs on 
widely scattered homes at varying times of 
day and days of the week. 
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INCREASING THE RESPONSE OF A MAIL 


QUESTIONNAIRE 


demonstrates. 


VERY researcher conducting a mail ques- 
E; tionnaire knows the importance of 
gaining favorable attention of the recipient, 
and a personal touch in the letter of trans- 
mittal is often an effective way of increasing 
returns. 

At the University of Idaho mail ques- 
tionnaires were to be sent to approximately 
7,000 people, and each questionnaire was 
to be accompanied by a mimeographed let- 
ter explaining the purpose of the study and 


GEORGE FRAZIER AND KERMIT BIRD 


A postscript can increase the number of replies in mail questionnaires, as this article 


Could you please send it in 


report. 
promptly?’ 

To test the effectiveness of adding the 
postscript, two counties were chosen as test 
areas. After listing the names in each 
county alphabetically, the first half of the 
names in county-A letters were sent with 
the postscript, and the latter half letters 
without the postscript. County-B procedure 
was reversed. The following tabulation 
shows the results: 


Letter without 


postscript 


Letter with 


County A 
Letters sent 
% questionnaires returned 
Confidenc= limits, 99%, level 
County B 
Letters sent 
% questionnaires returned 
Confidence limits, 99%, level 
Both counties 
Letters sent 
% questionnaires returned 
Confidence limits, 99%, level 


496 495 
34.3 27.9 
(30-38) (24-32) 
284 286 
26.4 19.2 
(19-34) (13-26) 
780 781 


the uses to be made of the data. To add an 
individual touch, clerical help signed each 
letter with the sender's signature. Another 
psychological device suggested to retain in- 
terest was the addition of a handwritten 
postscript: “P. S. We need your help in this 


@ About the Authors. George Frazier is jointly em- 
ployed by Agricultural Economics and Forestry as 
Assistant Forest Economist at the University of 
Idaho, and is taking graduate work at the Univer- 
sity. 

mens Bird, Assistant Agricultural Economist at 
the University of Idaho, teaches agricultural mar- 
keting and prices. In addition to teaching duties he 
does research work in marketing of agricultural 
products. He received his M.S. in 1945 from Cornell 
University, and his Ph.D. in Agricultural Economics 
from Pennsylvania State University in 1952. 


A chi-square test shows the differences in 
the percentage figures great enough to be 
significant. County-A differences were sig- 
nificant at the gs per cent level, and 
county-B differences at the g3 per cent level. 
Both counties combined had differences 
significant at the gg per cent level. There 
is only one chance in 100 that a difference 
this great would occur through chance. 

Therefore, two populations are involved, 
those that received a letter with a_post- 
script and those that received a letter with 
no postscript. Since the postscript was the 
only difference in the two populations, ap- 
parently it increased the number of re- 
sponses. 


186 
postscript — 
(26-36) (21-30) 


THE FORUM 


187 


How much was response increased: 
County-A response increased 6.4 per cent, 
and county-B had a 7.2 per cent increase; 
and the combined samples increased 6.7 per 
cent. In other words, the addition of the 


postscript increased response 27 per cent 
over what it would have been without the 
postscript. 

Accordingly, the postscript was used from 
then on in the transmittal letter. 


ALPHA KAPPA PSI FOUNDATION AWARD 


His is the fourth year that the Alpha 
Kappa Psi Fraternity has offered an 
award for an outstanding article or con- 
tribution appearing in THE JOURNAL OF 
MARKETING during a publication year. 
Winners of the award during the first 
three years were: 


1956 award—Robert Ferber, University of IIli- 
nois, for his article, “Sales Forecasting by 
Sample Surveys,” THE JOURNAL OF MARKET- 
ING, Vol. 20 (July, 1955), pp- 1-13- 
award—Wendell R. Smith, Alderson Asso- 
ciates, Inc., Philadelphia, for his article, 
“Product Differentiation and Market Seg- 
mentation as Alternative Marketing Strate- 
gies,” THE JOURNAL OF MARKETING, Vol. 21 
(July, 1956), pp. 3-8. 
award—James A. Bayton, Howard Uni- 
versity and National Analysts, Inc., for his 


article, “Motivation, Cognition, Learning— 
Basic Factors in Consumer Behavior,” Vol. 


22 (January, 1958), pp. 282-289. 


The members of the Editorial Board will 
consider all contributions published in the 
four issues commencing July, 1958, and 
running through April, 1959, for the 1959 
Alpha Kappa Psi Foundation award. From 
these articles, they will select one which in 
their judgment has made an outstanding 
contribution to the advancement of science 
in marketing, resulting in a better under- 
standing of marketing problems and the 
methods for solving them. 

The 1959 winner will be presented his 
award at the June meeting of the American 
Marketing Association. An announcement 
will also be made in the July, 1959, issue of 
this JOURNAL. 


HE retirement of Professor Paul D. Con- 
ipods in September, 1957, occurred after 
thirty-three years on the University of IIli- 
nois faculty, and a total of forty-five years 
of active teaching. His professional career 
constitutes a bridge from the nascent be- 
ginnings of a new area of academic inquiry 
to the present highly organized and re- 
spected study of a well established field of 
academic interest. 

Paul Converse studied at Washington 
and Lee University where he received his 
Baccalaureate degree in 1913, and his Mas- 
ter of Arts and Certificate in Commerce in 
1914; in 1944 his alma mater honored him 
with an LL.D. He also studied at Columbia 
and Wisconsin during the summers of 1914, 
1915, and 1916. His teaching career began 
in 1912 when, at the age of 23, he taught at 
Washington and Lee. In 1915 he moved to 
the University of Pittsburgh and left there 
in 1924 to join the faculty of the University 
of Illinois. While always a teacher he made 
brief excursions into government service, 
working with the Federal Trade Commis- 
sion from 1917 to 1919 and again in 1934, 
and with the Department of Commerce in 
1945- 

During his early teaching he covered such 
diverse subjects as economics, transporta- 
tion, accounting, statistics, foreign trade, 
commercial geography, public debating, 
management, and marketing. This early ex- 


* Regarding PIONEERS IN MARKETING. In 
order to pay tribute to the men who have been 
leaders in the field of marketing, some years ago 
the American Marketing Association established a 
Committee on Biographies to run a series of state- 
ments on the pioneers in the field. In this series the 
Association honors the distinguished men of the 
past, and those of the present who are approaching 
retirement, who have contributed in an outstand- 
ing way to the thought and development of mar- 
keting. 


Wroe Alderson Fred M. Jones 
Albert W. Frey Franklin Lynip 
E. T. Grether John E. Jeuck 


Perry Bliss, Chairman of Committee on Biographies 
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PIONEERS IN MARKETING’ 


PAUL DULANEY CONVERSE 


perience provided him with an unusual 
breadth of view. During these early years he 
established the habit of seeking informa- 
tion by personal observation and by asking 
questions of businessmen. This was almost 
a necessity for the early teachers of business 
subjects, especially marketing, since there 
was little available in the form of published 
materials. That we are now more plenti- 
fully supplied is, in very large part, the re- 
sult of the work and efforts of Converse and 
his contemporaries. 

As a graduate student at Wisconsin he 
had a course with Ralph Starr Butler. This 
was his only formal training in marketing 
before he started teaching the subject. Even 
that course was called management, al- 
though it did include some lectures on mar- 
keting. At Wisconsin he knew Richard T. 
Ely, William Scott, and Benjamin Hibbard 
and they also stimulated his thinking about 
marketing and economics. He was also a 
member of the group who formed one of 
the professional marketing associations 
which preceded and was later merged into 
the American Marketing Association. He 
was always an active member of the associa- 
tion and served as president in 1931. The 
American Marketing Association honored 
him further by establishing in his name an 
award for contributions to marketing 
thought. 

As a scholar and writer Converse’s career 
is amazingly and continuously productive. 
In 1921 he published his first general mar- 
keting text, Marketing Methods and Poli- 
cies, and revised it in 1924. Selling Policies 
appeared in 1927. The first edition of Ele- 
ments of Marketing, which has had six edi- 
tions to date, was published in 1930. In 1936 
he wrote Essentials of Distribution, and in 
1948 Introduction to Marketing. 

Production of these major books would, 
in itself, constitute a complete and very ac- 
tive professional career. For “P. D.” this 
was but a fraction of his activity and of his 
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interest. He engaged in a series of research 
inquiries examining trade movements. His 
research on Reilly’s Law contributed. greatly 
to this important tool of marketing. He 
pioneered in the investigation of consumer 
behavior and purchase patterns and in- 
fluences. He gave attention to the cost of 
marketing, commodity marketing, and mar- 
keting institutions such as auctions, chains, 
and wholesalers. He contributed to a wide 
variety of journals on an even wider variety 
of topics. The bibliographical record of his 
writings includes six books, ten mono- 
graphic research studies, and fifty-eight ar- 
ticles, in addition to numerous book re- 
views and articles in trade papers and other 
sources. 

“P. D.” has been generous in extending 
to younger colleagues an invitation to col- 
laborate. Joint authorship has been shown 
in many instances when a footnote of ac- 
knowledgement would have been more ac- 
curate. Many young graduate students have 
been encouraged to make their initial ven- 
ture into print through his suggestions, 
criticism, and active aid. 

In his teaching “P. D.” brought to the 
classroom the results of his own original 
research, supplementing the texts from his 
rich fund of personal experiences drawn 
from a seemingly inexhaustible memory. 
His familiarity with the literature was an 
inspiration, and his strong feeling for prac- 
ticality enabled him to develop both the 
practice and theory of marketing. He has a 
respect for and command of detail; he com- 
bines this with the ability to generalize 
soundly. His classes were informal, for he 
enlivened the lectures with anecdote and 
reminiscence. He was always an exacting 
teacher; a diligent worker himself, he de- 
manded hard work from his students. 

His influence on students will continue 
beyond the life of the printed books. Many 
are now teachers of marketing because his 
interest, enthusiasm, and breadth of schol- 
arship stimulated them to know more about 
the subject of marketing. Many are better 
teachers because “P. D.” guided them when 
they were first introduced to the subject. He 
steered them wisely and well, and they will 


extend his influence to future generations 
of students. 

One of Converse’s outstanding character- 
istics is intellectual curiosity. He has an in- 
quiring mind and is ingenious in finding 
ways to get answers. The early experience 
of finding out about marketing by inquiry 
of those who were engaged in marketing 
has remained strong. Literally thousands of 
businessmen have contributed marketing 
information in response to his penetrating 
questions. Even on vacation he interviews 
people about marketing, observes an un- 
usual marketing method, or inquires about 
a new problem. Research and inquiry are 
not sedentary activities for him—he is al- 
ways asking why and always seeking to find 
out for himself. Throughout his career he 
accomplished a large amount of research 
and with practically no research funds. 

He is an objective thinker, but even more 
rare he is objective about himself and his 
own work. In part this stems from sincere 
humility, in part from a sense of humor. He 
was always himself—never pretending to be 
something he was not and hesitant to claim 
to be all that he was. 

Although he worked intensively and long 
hours, his love of people permitted him to 
relax easily. He could lay aside the work to 
visit and to show his interest in the prob- 
lems of others. Students found him accessi- 
ble and ready to consult with them. Col- 
leagues have found him helpful with their 
problems and generous with his time. He 
knows how to play as well as work, and 
thus has found the rewards of a balanced 
life full of human experiences. 

Converse’s stature and reputation, to- 
gether with others of his generation, make 
it appear that there were giants in those 
days. With the accumulation of knowledge 
it is difficult for any member of the current 
generation to loom so large or to command 
a field of knowledge so completely. Today 
there are numerous scholars of ability, but 
they are numerous because of the contribu- 
tion to their development made by the 
founders of scientific marketing. 

Harvey W. Huecy 
University of Illinois 
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INDUSTRIAL MARKETING 


THREE-STEP METHOD TO BETTER DISTRIBUTION CHANNEL ANALYSIS 


RICHARD C. CHRISTIAN 


NALYsis and evaluation of industrial dis- 
A tribution channels is a continuous 
problem facing nearly every industrial firm. 
When sales shrink, and profits do likewise, 
companies can do well to take a good look 
at their channels. 

Measuring the effectiveness of distribu- 
tion systems is one of the most important 
functions of the marketing research depart- 
ment. To provide management with ade- 
quate distribution knowledge, marketing 
research must develop a pattern of analysis 
which can lead to specific recommendations 
for action. 

Here is one effective three-step technique 
for analyzing distribution performance. It 
can serve as a broad approach and outline 
for a more detailed and specifically tailored 
investigation. 


First Step 


Review the commonly accepted basic 
factors needed for a successful manufacturer- 
channel marketing relationship. These are: 


1. Selection. What were the facts and what was 
the situation which existed when the original 
selection of the present distribution channels 
occurred? Do these facts still exist today? 


. Working Relationship. Are the needs and re- 
quirements defined in detail? Does the 
channel know exactly what is expected from 
it, and does the company know exactly what 
the channel expects? And what degree of 
control over the distribution system is desired 
or required? 


. Written Policy. Are the needs and require. 
ments spelled out in writing so that both 
parties understand them? Should this policy 
be brought up to date? Is there a specific 
policy for each type of distribution channel 
if more than one system is used? 


. Profits. Does the channel of distribution 
make a fair profit from the product line? Do 
the sales of the channel produce a profit for 
the manufacturer? What has been the profit 


pattern over the years? Does it appear that 
shifting conditions and trends might effect 
future profit margins? 


Second Step 


Following a thorough and detailed re- 
view and analysis of these four funda- 
mentals, a company then has the framework 
with which it can carry on a specific per- 
formance evaluation of each distribution 
channel use whether it be distributors, 
dealers, manufacturers’ agents, representa- 
tives, its own captive sales force, or a com- 
bination of any of these. This second step of 
performance evaluation can be facilitated 
by using some kind of detailed “perform- 
ance evaluation check list.”” This check list 
must be tailored to: specific companies, to 
specific channels and, of course, to specific 
marketing operations. Such a check list 
usually includes fifty to seventy-five ques- 
tions in the following major areas: 


1. The Product Line. What are the installation 
and service facility requirements? Through 
what channels are competitive products 
normally sold? How much technical knowl- 
edge and experience do channel sales per- 
sonnel need? 


. Major Markets. What are the unique buying 
characteristics and trade practices in each 
market? Who are the key purchasing in- 
fluences, and how difficult is it to reach them? 
Does the sales potential indicate either a 
degree of inadequate or over-coverage? 


. Selling Program. What amount of feedback 
information from the distribution channel is 
desired to help plan and execute the selling 
efforts? What is the degree of control neces- 
sary to implement the selling and promotion 
program? Are there localized or regional dis- 
tribution concepis and problems which 
directly relate to the over-all marketing plan? 

. Analysts of Individual Distribution Channels. 
What distribution systems are used by com- 
petition? What are the characteristics of each 
channel which best lend themselves to par- 
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ticular kinds of product lines? How efficient 
is each channel system, and what are the 
economic factors involved? 


Third Step 


A third step in the analysis of distribu- 
tion channel performance is a review of 
current marketing trends which directly 
affect the channel performance. Today, for 
example, there are at least three specific 
trends in industrial marketing which ap- 
pear to be affecting distribution perform- 
ances: 


1. Increasing need for thorough Marketing Co- 
ordination at every level. Unless the func- 
tions of marketing are properly co-ordinated 
from the top on down through the very end 
of the distribution channel, the success of 
the marketing operation is in jeopardy. 
Furthermore, marketing must be co-ordinated 
with manufacturing, product research and 
development, and all other essential business 
functions. The need for this co-ordination 
at every level and with every function is one 
of the primary reasons for the establishment 
in so many companies of “marketing man- 
agers” or “marketing directors.” To become 
a customer oriented firm, a company needs 
smooth functional coordination. 

. Closer Control of the Channels. Most studies 
indicate that those companies which are 
tightening their control of the channel are 
the ones which are forging ahead faster. 
Heated competition often forces the manu- 
facturer to direct more closely the various 
selling activities of the distribution channels 


it uses. More creative personal selling is 
needed. This means more and better sales 
training, better salesman selection and better 
salesman performance evaluation. It means 
more imaginative marketing planning and 
programing. 

. Formalized and Creative Marketing Re- 
search, Obviously if an industrial concern 
analyzes its distribution channel performance 
by utilizing some such technique as the check- 
list approach, there is considerable detail and 
analytical work. There is also a great need for 
creative analysis and interpretation of the 
facts and figures which can be developed 
from the check list. Much of the work in- 
volved in the evaluation properly comes 
within the realm of a marketing research de- 
partment. So, indeed, there is a trend toward 
formalizing industrial marketing research 
operations, and in fact assigning them in- 
creasing responsibility for attacking a broad- 
ening range of marketing problems. 


Obviously a distribution-channel analysis 
must be tailored to the specific company 
and its immediate problems and objectives. 
But a technique such as this can help to 
eliminate a good many false starts. 

Perhaps the most important factor to 
remember is that all such studies should be 
conducted within the framework of a basic 
market-economic approach. A comprehen- 
sive understanding of the underlying eco- 
nomic effects and possible changes will 
provide the market analyst with a sound 
foundation from which to study distribu- 
tion channels. 


Marketing Research 


WILLIAM S. PENN, JR., Editor 
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List OF GENERAL HEADINGS 1. ADVERTISING 


- Advertising 1.1 Pharmaceutical Advertising. Drug and Cosmetic 
. Area Analysis Industry, March, 1958, p. 297. [D.R.] 


+ Bibliographies : During 1957, medical journals published in the 
- Buying and Purchasing United States carried 76,495 pages of advertising. On 
Communication and Market News the basis of the circulation of the publications, these 
. Costs and Efficiency advertisements represented 143 billion exposures to 
. Customer Analysis the medical profession, according to Dr. J. Mark 
. Financing Hiebert, President of Sterling Drug, speaking before 
. Foreign Marketing the Pharmaceutical Advertising Club of New York 
. General Marketing Studies 

. Government Regulation Dr. Hiebert estimates that the total expense in- 

Hi curred by the pharmaceutical manufacturing in- 
. History and Trends oo 

I , dustry for all selling activities, plus journal ad- 
> vertising and direct mail, amounts to only 12.5 per 
- Managerial Control cent of consumer expenditures for prescription 
. Managerial Organization of Marketing Activities medication. 


. Marketing of Specific Goods and Services 
- Merchandising 
. Prices and Price Policies 


. Related Subject Matter Fields 
. Research and Research Techniques This article discusses “a trend in research toward 


. Retailing . understanding of the processes of perception among 
Risk the public.” It indicates the importance of under- 
standing who or what a company’s public sees. 
The basis for opinions is not limited to how a 
company acts and talks. It also includes what the 
public thinks it knows. To evaluate the effective- 
ness of public relations campaigns, therefore, it is 
: . necessary to study the idea environment or per- 
- Teaching of Marketing ceptual context in which the public views a com- 
- Theory of Marketing pany. It is in the study of how people perceive that 
- Transfer of Legal Possession new and important advances will be made by re- 
31. Transportation search. 
32. Wholesaling The public cannot be regarded merely as empty 
33- Unclassified receptacles who need merely be given the facts in a 
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clear and concise manner. It is necessary to under- 
stand the attitudes, dispositions, facts, concern, and 
association that color how the public perceives to 
chart the context in which people perceive of a mes- 
sage. This perceptual context can be delineated by 
research, and it helps determine meanings assigned 
by the public to communications. 

Weibe holds that if public relations people first 
chart the perceptual context and then use these 
findings to tailor messages compatible with the fact 
and fancy of the public, they will be taking a mid- 
dle course between motivations research and mass 
sampling techniques and enjoying the benefits of 
both. 


1.3 Toward Better Advertiser-Agency Relations. Ira 
W. Rubel, Harvard Business Review, March- 
April, 1958, pp. 107-114. [J-M.R.] 

After reviewing the current compensation con- 
troversy, Mr. Rubel presents a four-point plan for 
improving advertiser-agency relations; his propos- 
als are not theoretical but are “the result of a num- 
ber of experiences during the past few years in 
which the working relationships of several large 
advertisers and their agencies were carefully ex- 
amined.” 

First, the agency should develop work plans for 
approval by the client which show: 


a. Nature, description, and approximate cost of 
program. 

b. Responsibility assumed and work performed 
by agency. 

c. Level of performance required for each part 
of the work. 

d. Approximate time required to perform each 
area of work (contact, media selection, copy). 

e. Amount of compensation to be secured by the 
agency from media commissions, service charges, 
and fees. 

f. Value of agency’s work computed on the basis 
of skill required and time involved. 


Second, “having fixed the value of the agency's 
work based on the skill required, the time involved, 
and some evidence of the results accomplished 
through past work, it can be determined whether 
the agency’s income from commissions, charges, and 
fees is reasonable. If it is not, an adjustment may 
be made.” 

Third, contractual relationships should provide: 

a. Longer terms of agency employment—at least 
three to five years. 

b. A longer period of notice of termination—six 
months is suggested. 

c. Guaranteed minimum compensation for the 
year, quarter-year, month, gob, or project, regard- 
less of how much the agency will secure from com- 
missions and charges. 


Fourth, agencies should keep records which will 
show the nature of the work performed, the time 


required to perform each part of the work, and the 
dollar value of the services. 


1.4 Advertising in the Cycle. The Conference Board 
Business Record, February, 1958, pp. 52-54- 
[J-M.R.] 


This capsule review and analysis of advertising 
draws attention to several trends disclosed by a 
study of expenditures by advertisers: 

1. The rate of yearly rises in advertising expendi- 
tures since World War II indicates that when 
sales start slipping, many advertisers seem to 
constrict rather than increase their advertis- 
ing efforts as indicated by the declining rate 
of increase in recession years. 

2. In 1957, total radio advertising reached an all 
time peak: 60 per cent in local, 30 per cent in 
spot, and only 10 per cent in network. 

3. The rate of expansion in television advertising 
is slowing down; high costs are a factor. 

4. Outlays for newspapers and magazines in- 

creased, 1957 over 1956, but lineage fell. One 

exception was Sunday newspaper supplements 
whose dollar volume was up 22 per cent. 

. In the post-war period, direct mail has in- 
creased its share of total advertising, the only 
major medium to do so other than television. 

6. The growing opposition to outdoor advertising 

has had a depressing effect on its growth; how- 
ever, this has been, in part, counteracted by 
recognition of the greater mobility of consum- 
ers on the part of advertisers as reflected in the 
distribution among media of their advertising 
appropriations. 


1.5 The Impact of the 1955-56 Detroit Newspaper 
Strike. Charles F. Cannell and Harry Sharp, 
Journalism Quarterly, Winter, 1958, pp. 26-35. 
[w.L.] 

From December 1, 1955, to January 15, 1956, 
none of the three major Detroit newspapers was 
published. This presented an opportunity of an- 
alyzing the impact of newspapers on a community. 
The University of Michigan’s Detroit Area Study 
which began a few days after newspaper publica- 
tion resumed, therefore, was altered to include in- 
formation about the strike. A probability sample of 
797 greater Detroit residents was selected of which 
gi per cent were interviewed between January and 
March 1956. 

Although a majority reported that the strike 
made a “real” difference in their lives, only a mi- 
nority claimed it specifically affected their shopping 
pattern. Sex, age and socio-economic status were 
not related to the strike impact. News and adver- 
tising were the two parts of the paper which De- 
troiters missed most frequently. A comparison with 
the study of a 1945 New York City newspaper strike 
reveals a close correspondence between the data. 
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2. AREA ANALYSIS 


2.1 Downtown Is for People. Jane Jacobs, Fortune, 
April, 1958, pp. 133 ff. [6.F.] 

This article, last of a Fortune series which will 
be published in book torm in the fall, presents the 
thesis that the street works harder than any other 
part of downtown. It is the nervous system; it com- 
municates the flavor, the feel, the sights. It is the 
major point of transaction and communication. 
Users of downtown know that downtown needs not 
fewer streets, but more, especially for pedestrians. 
There is no magic in simply removing cars from 
downtown, and certainly none in stressing peace, 
quiet, and dead space. 

Lack of variety in age and overhead is an un- 
avoidable defect in large and new shopping centers 
and is one reason why even the most successful 
cannot incubate the unusual. We are apt to think 
of big cities equalling big enterprises, little towns 
equalling little enterprises. Big enterprises have 
great self-sufficiency, are capable of maintaining 
most of the specialized skills and equipment they 
need, and they have no trouble reaching a broad 
market. The small specialized enterprise must draw 
on supplies and skills outside itself; its market is 
so selective it needs exposure to hundreds of thou- 
sands of people. Without the centralized city it 
could not exist; the larger the city the greater not 
only the number but the proportion of small enter- 
prises. A metropolitan center comes across to people 
as a center largely by virtue of its enormous collec- 
tion of small elements, where people can see them 
at street level. 


4. BUYING AND PURCHASING 


4.1 Selling Approach: Key to Winning Shelf Space 
in the Chains. C. R. Havighorst, Food Engi- 
neering, March, 1958, pp. 62-65, 67, 69. [J.s.w.] 

An important trend in food retailing is the shift 

of buying responsibility from the individual buyer 
to the buying committee. This case study explores 
the change by examining the buying process within 
one firm, Safeway Stores. The choice of Safeway is 
fortunate, as the company’s operations and mer- 
chandising policies have recently been updated, re- 
sulting in a considerable improvement in earnings. 
For instance, there has been a de-emphasization of 
private brands and the decentralization of the buy- 
ing function, now reposed in 23 divisional head- 
quarters. New sales potentials have been opened for 
food manufacturers, especially those with strong 
regional brand loyalty. 

Briefly, here is the procedure to be followed in 
obtaining committee approval for a given product: 

Prepare a sales presentation summarizing the key 
facts about the product. This information is pre- 
sented to a buyer, who presents the data to the 
buying committee if he feels the proposition is 
worth-while. The committee consists of the various 


buyers plus the division or zone manager, price 
manager, retail operations manager, and advertising 
manager; the group is primarily a merchandising 
committee. The committee then evaluates the prop- 
osition, basing their decision primarily on an esti- 
mation of how fast the product will move off store 
shelves, and at what profit. The manufacturer's 
salesman must, of necessity, have previously pro- 
vided the buyer with the complete marketing story 
including promotional program details, etc. Face- 
to-face selling is reduced, and scientific selling nat- 
urally becomes more important. 

An interesting explanation of how shelf space is 
managed and product profitability determined is 
given. 


4.2 The Tastemongers. Milton W. Brown, Chal- 
lenge, February, 1958, pp. 17-21. [W.L.] 

This article is concerned with the effect of mass 
production on the taste of consumers. In a handi- 
craft society an object was produced for a particular 
consumer and with the resulting personal interplay 
of esthetic standards the consumer got what he 
wanted while the producer made items with which 
he was satisfied. Under mass production the pro- 
ducer takes over one of the early consumer func- 
tions—ordering and paying for production. The 
consumer either accepts or rejects items designed 
by manufacturers. 

The producer is not fundamentally interested in 
the quality or character of the product. Rather his 
goal is profit. Sales volume becomes the important 
factor in mass production and often ventures in 
good taste go bankrupt. 

Today the designer is the one concerned with 
good taste. The producer doesn’t care and the pub- 
lic doesn’t know. If the public would accept the 
designer's decisions, it then would accept good 
taste. Yet the public which accepts anything which 
is popular is not aware of its bad choice. 

People rarely consume for reasons of taste nor 
are they interested in beauty for beauty’s sake. 
They are interested in the social index and con- 
spicuous consumption. One of these social forces is 
that of newness. The new is identified with progress 
and eventually with good. Good art and good taste, 
however, cannot exist without tradition. Frenzied 
competition in newness is producing an endless 
array of items in bad taste. Although the designer 
may be trying and the producer willing, it is the 
consumer who is the measure of taste of any epoch. 


4.3 Class Lines and Consumers. Albert Lauterbach, 
Challenge, February, 1958, pp. 72-76. [wW.L.] 


After presenting data on income drawn from the 
Survey of Consumer Finances, Lauterbach raises 
the question whether statistics indicate that we are 
all middle-class now. Rising incomes, standardiza- 
tion, and the greater range of products have stim- 
ulated new buying interest in some of the tradi- 
tionally less fortunate groups. Hence, rather than 
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the American worker being rich, his new consump- 
tion habits have brought him closer to the con- 
sumption patterns of higher groups. The working 
class is no longer identical with the low-income 
group. 

“Insofar as consumption habits are concerned, 
some of the old class barriers have melted away.” 
Clothing and styles no longer inform us of a man’s 
social or income group. The boundary line be- 
tween consumption habits of workers and middle 
class has been blurred. Household gadgets, now 
available to lower groups, have replaced servants. 
This patriot equalization of consumption habits is 
becoming a trait of American society. This is evi- 
denced in leisure patterns, entertainment, vaca- 
tion patterns and spending habits. 

The author raises forward-looking questions con- 
cerning such aspects of consumption as: the im- 
portance of age differences as contrasted to class 
differences in future consumption, the direction of 
consumption towards material vs. esthetic goals, 
the role of children in guiding consumption, the 
impact of standardization on American culture, and 
so on. 


4.4 Cause and Consequence of Changes in Retailers’ 
Buying. Ruth P. Mack and Victor Zarnowitz, 
The American Economic Review, March, 
1958, pp. 18-49. [S.c.H.] 

The authors point out that the basic process of 
demand transmission, one of the central preoccupa- 
tions of economic theory, has remained cloistered 
from empirical study partly because of the clumsi- 
ness with which production data depicts the rele- 
vant aspects of the real world. Data on orders out- 
standing, and especially on new orders, would be 
far more helpful, but are collected in few statistical 
series. 

In spite of the paucity of information of which 
they complain, Mack and Zarnowitz are able to 
conclude: “It seems likely that retailers’ orders usu- 
ally parallel their sales but with a wider ampli- 
tude of short term fluctuation. They often reach 
peaks or troughs several months before those of 
sales. This pattern is generated by the combined 
impact of buying associated with two sorts of con- 
sideration: (1) close stock control necessary to re- 
tailing which gives rise to the corrective-order ac- 
celerator and (2) the need to seek advantageous 
time of buying in view of changing prospects about 
delivery periods selection and prices.’”” Manufac- 
turers’ orders to materials suppliers on the other 
hand, do. not have to increase this lead, since re- 
tailers’ orders usually provide advance notice of 
requirements. 


6. COSTS AND EFFICIENCY 


6.1 Twelfth Annual Survey of Distributor Opera- 
tions. Industrial Distribution, March, 1958, 

PP- 97-104. [6-F.] 
Dollar sales of industrial distributors for 1957 


showed a 2.3 per cent decrease to $4,411, although 
in terms of constant 1947-49 constant dollars phys- 
ical volume dropped more sharply due to a 7 per 
cent price rise during the year. Inventory levels 
kept step with sales trends, but turnover and sales 
per salesman declined. Gross margin remained 
steady and the dollar amount per invoice remained 
constant. 

The failure of gross margin to decline more than 
four tenths of a per cent appears to mirror the in- 
flexibility of administered prices in the face of de- 
clining physical demand. This coupled with the de- 
termination to earn a fixed profit margin in the 
face of declining sales may overshadow the drive 
to cut costs in the public eye. Nevertheless a bal- 
anced appraisal of distributor operations will also 
weigh distributor efforts to weed out unprofitable 
lines and increase efficiency by improved mechaniza- 
tion and materials handling systems. 


7. CUSTOMER ANALYSIS 


7.1 The Change in Eating Habits. Super Market 
Merchandising, May, 1958, p. 158. [w.1.] 

A chart, based on data from the Census Bureau, 
Department of Labor and Department of Com- 
merce, depicts the changes in food consumption 
from 1947-1957 and the reasons for them. The most 
significant fact is the extent to which eating habits 
have been upgraded. Since 1947, population has in- 
creased 19 per cent, food prices rose 20 per cent, 
and the total outlay for food about 7o per cent. 
Out of $65 billions spent for food in 1957, more 
than $10 billions represent a rise in the standard of 
eating. 


7.2 What Makes the Consumer Buy? Victor Lebow, 
Challenge, March, 1958, pp. 27-31. [W.1.] 


Americans live to consume rather than consume 
to live. In our economy, Veblen’s concept of the 
leisure class has been broadened, and consumption 
is no longer just conspicuous but competitive and 
compulsive as well. Our economic superiority over 
other countries is measured in terms of our con- 
sumption goals. Consumption, moreover, has be- 
come more than an economic and social need; it is 
a patriotic duty. 

Lebow sees the manufacture of demand as the 
most powerful of all American industries. The de- 
mand industry is comprised of all communications 
media, and the continuous designing and produc- 
tion of new models, products, services, packages, 
store fronts, and shopping centers. This industry 
trains the consumer to waste, destroy, and discard 
his goods. 

Purchases are not decided upon economic or so- 
cially rational grounds. They are determined by 
the force of compulsive demand imposed from 
without. This quality of American consumption is 
compounded of two contradictory assumptions: a) 
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that there is and can be no end to buying, b) that 
there will, nevertheless, be an end to buying. 

At least go per cent of the population has meager 
reserves—most have no reserves to speak of. Middle- 
income groups are burdened with installment 
credit. “The next depression may make its bow in 
the suburbs.” The first signs would be evidenced 
among retailers located in suburban shopping cen- 
ters—they have overexpanded. 


73 C icati Our Biggest Economic Prob- 
lem. Robert M. Snibbe, Public Relations 
Journal, March, 1958, pp. 9-14. [W.L.] 


Lately numerous statements have been issued by 
economists on the most important economic prob- 
lem the country faces in the next twenty years. 
Snibbe argues that the problem is economic com- 
munications. Since communications is a complex 
problem involving vast amounts of time and money, 
its economic aspects are significant. Moreover, com- 
munications is a common denominator kind of 
problem, a master key, which if solved could help 
us solve the other problems labelled as the most 
important by prominent economists. 

The communications problem facing us is how 
to communicate the facts of our major economic 
and social problems to our people in such a manner 
that they will be understood and considered and 
the best solution achieved. 

Specific economic dimensions of the problem are: 


1. Communicating with 110 million adults who 
have varied backgrounds and interests. 

2. The addition of two to three millions of new 
adults to our population each year who are 
products of varied educational systems and en- 
vironments. 

g. The structure of our communications media 
which consists of 1,761 daily newspapers, 8,408 
weekly newspapers, 2,850 magazines, 3,515 Yra- 
dio stations and 571 TV stations. 

4. The numerous sources of information includ- 
ing branches of government, business spokes- 
men, various interest organizations. 


The group best equipped to solve our economic 
communications problem is American business since 
it has contact with 60,000,000 employees, has ex- 
perience in communicating facts about products 
and services, has trained communications people, 
has trade organizations that can do the work, and 
has the incentive and soundness to do the job. 


7.4 A New Survey of Industrial Buyers. Jndustrial 
Distribution, May, 1958, pp. 113-132. [G.¥.] 


Significant changes in industrial buying practices 
have taken place in the past six years, judging 
from findings of a repeat survey conducted in 1958 
among 149 manufacturing plants in 10 cities. Plants 
are buying a wider variety of products from dis- 
tributors and distributors are increasing their lead 


over direct sellers in the nation’s industrial plants. 
Not only did distributors make significant gains in 
securing patronage from large plants, but big plants 
(500 or more employees) also stand out where buy- 
ers have switched to using industrial distributors 
as exclusive instead of as partial sources. However, 
gains were uneven among product classes, some 
showing gains, while others showed declines. Re- 
plete with tables on distributor service, salesmen’s 
calling practices, reactions to catalogs, pricing prac- 
tices, and distributor performance, the survey fur- 
nishes a useful ¢*ide to shifting currents in indus- 
trial distribution 


7.5 Communication Systems and Social Systems, A 
Statistical Exploration in History and Policy. 
Daniel Lerner, Behavioral Science, October, 
1957, pp- 226-275. [S.c.H.] 


Urbanization of the population (up to a certain 
point), the use of media instead of face-to-face re- 
lationships to transmit messages, the diffusion of 
literacy and increases in political participation 
(voting) seem to be associated as a historical process 
with literacy serving as the key to the other steps. 


7.6 Aspects of the Dynamics of Consumer Behavior. 
Peter Vandome, Bulletin of the Oxford Uni- 
versity Institute of Statistics, First Quarter, 
1958, pp. 65-105. [S.c.H.] 

Savings surveys, similar to the Michigan Survey 
Research Center studies, were conducted in Great 
Britain in 1952 and 1953. This article reports 1954 
reinterviews with 429 families included in the 1953 
survey, as well as 220 unsuccessful attempts at re- 
interviews. In general, reinterview failures were 
greatest with small family units (one and two per- 
son units), with the highest and lowest age group, 
with the very poor and the very wealthy. In view 
of the concentration of savings in the wealthy as- 
set group, the latter failure tended to bias reported 
mean savings. 

As the accounting period lengthened, inequality 
in the income disiribution tended to be reduced. 
The rate of savings seemed to be higher for any 
given degree of optimism (rated on five categories) 
than for the same degree of pessimism. However, 
units exhibiting either extreme optimism or ex- 
treme pessimism tended to save more than those 
with less marked feelings. Little confirmation de- 
veloped for the Friedman hypothesis that savings 
are proportional to “permanent income.” 


7.7 Preliminary Findings of the 1958 Survey of Con- 
sumer Finances, Federal Reserve Bulletin, 
March, 1958, pp. 248-251. [c.F.] 


Consumers early in 1958 viewed their financial 
conditions and prospects less favorably than a year 
ago and expressed concern about the general busi- 
ness outlook. In January-February of this year 26 
per cent of the consumers said their rate of income 
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was lower than it had been a year earlier. Plans to 
purchase new and existing houses were less fre- 
quent than in 1955-57. The proportion of consum- 
ers planning to purchase new automobiles was sub- 
stantially below the proportion reporting such 
plans in recent years. On the other hand there was 
a sharp increase in the frequency of plans to buy 
used cars. 

Although the anticipatory data presented in this 
report often predicts the direction of changes in 
consumer spending before they occur, forecasts of 
the magnitude of these changes have thus far 
proved generally unsatisfactory. Nevertheless even 
a knowledge of the direction has proved helpful in 
planning and programming marketing activities. 


8. FINANCING 


8.1 What To Do for Best Sales-Credit Teaming. 
Credit and Financial Management, March, 
1958, pp. 8-11. [W.L.] 


Five top management personnel from the credit 
and sales departments of prominent companies ex- 
plain what they would do as sales executives to 
achieve an effective sales-credit team. The answers 
given include: 


1. Study credit policies and instruct sales staffs 
of them. 

2. Give creditmen all data available on new ac- 
counts. 

3. Adopt a planned communications program to 
build strong credit-salesman-customer relations. 

4. Have sales-minded creditmen who are well 
known in banking and credit fields. 

5. Set up a program for the sales and credit de- 
partments to interchange experiences. 


8.2 Dwindling of Reserves While Cash Needs Grow 
Bringing Packaged Commercial Financing. 
Theodore H. Silbert, Credit and Financial 
Management, January, 1958, pp. 18, 19, 28. 
[w.L.] 


Recent studies of company reserves reveal that 
cash is dwindling as company needs are increasing. 
Although product demand may remain high in the 
future, sufficient bank accommodations will likely 
be tighter for small and medium-sized companies. 
This would force companies to dip further into 
their reserves. 

Since the end of World War II there has been an 
extension of installment selling into most varieties 
of consumer products in addition to industrial 
goods. Manufacturers often find they do not have 
the necessary working capital to carry this deferred 
payment paper. Banks are becoming choosy about 
the lines of credit they establish and the paper being 
accepted. The commercial finance industry now fi- 
nances the bulk of consumer installment credit and 
has begun taking industrial installment credit off 
the hands of manufacturers. 


A new tendency is observed in the commeicial 
finance industry. Now money is being lent against 
accounts receivable, time-payment paper, in- 
ventories, all in one package. The future will 
probably see an expansion of package financing 
since it fills the needs of many medium and smaller 
companies. 


9. FOREIGN MARKETING 


9.1 Ou en est La Technique de L’etude Des 
Marches? Pierre Lacoste, Organization Scien- 
tifique, January, 1958, pp. 17-21. [S.J.s.] 


This article goes into the market research aspects 
of scientific marketing research as it applies to the 
new European common market. The writer states 
that, with the breakdown of the smaller national 
markets, the modern progressive enterpriser must 
supplement the traditional methods in intuition 
and empiricism with scientific measurement of the 
wants, habits, tastes, and whims of the large mass 
of heterogeneous consumers. 

Following American experience he emphasizes the 
importance of rigorous methodology in sample de- 
sign, in questionnaire construction and interviews, 
and in tabulation and interpretation of answers. 

However, he takes exception to our engrossment 
with depth interviewing techniques, opining that 
it is not necessary to torture the subconscious of 
respondents to get at the true reason for their mar- 
ket behavior. 


9.2 Notes on Countervailing Power. Alex Hunter, 
The Economic Journal, April, 1958, pp. 89- 
103. [G.F.] 

This article subjects to empirical test the thesis 
that countervailing power has superseded competi- 
tion in Britain as the regulator of economic activity. 
Since countervailing power is expressed largely 
through economies in buying, its purpose is to test 
the thesis that strong buyers hold the market power 
to force strong sellers to grant price concessions. 
The theory of countervailing power is essentially 
the special case of bilateral oligopoly, but the evi- 
dence indicates that organizational advantages and 
merchandising techniques rather than the ability 
of a strong buyer to influence the pricing decisions 
of sellers are responsible for the growth of food 
chains, variety chains, and mail order houses. 

Although factual support for a development of 
countervailing power in British distributive trades 
is poor. Hunter cites various reports of the Mo- 
nopolies Commission to show that something like 
countervailing power is found in producers’ goods 
industries in which a large part of the output is 
sold to a few customers in equally concentrated in- 
dustries. In such circumstances the buyers can play 
off sellers one against the others. These cases of bi- 
lateral oligopoly do seem to benefit the ultimate 
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consumer by keeping down the level of price and 
stimulating the efficiency of the countervailing in- 
dustry. 

This article should be of interest to the student 
of marketing institutions for the light it casts on 
causes of growth and change. It is also helpful in 
illuminating the similarities and differences between 
British and American domestic marketing systems 
under a variety of environmental influences. For 
the theoretician it serves to confirm the views ex- 
pressed by G. J. Stigler in “The Economist Plays 
with Blocs”, which appeared in the American Eco- 
nomic Review of May 1954. 


9.3 Les “Marketing Associations”: Nouvelle Poli- 
tique du Groupe SODICO McCann-Erickson. 
M. Alfred Denner, International Marketing, 
March, 1958, pp. 120-123. [s.J.S.] 


This article describes the planning of a large 
Parisian advertising agency, SODICO McCann- 
Erickson which is reorganizing itself into a market- 
ing consulting firm. Affiliation with McCann-Erick- 
son of New York enables it to share in the vast 
pool of information on the rapidly expanding Eu- 
ropean international market. The Parisian agency 
exchanges market data mainly with McCann-Erick- 
son branches in England, Belgium, Germany, and 
Italy. 

One of the new concepts of marketing service 
developed by the parent organization in New York 
is that of marketing communications which includes 
the following services: (1) advertising; (2) commer- 
cial liaison; (3) merchandising; (4) sales promotion; 
(5) public relations; (6) marketing research; (7) mo- 
tivation research. 

Within a few years the agency SODICO McCann- 
Erickson expects to complete its reorganization from 
a pure advertising agency into a true marketing 
consulting firm. Under the new organization the 
agency will be able to give clients all the services 
which come under the concept of marketing com- 
munications. 

Currently the agency is engaged in making an 
economic survey of the framework of the common 
market in co-operation with other European 
branches of McCann-Erickson. 


9.4 Market Research Methods in Europe. Project 
No. 261, European Productivity Agency of the 
Organization for European Economic Coop- 
eration, September, 1956, 189 pp. [0.P.A.] 

Anyone doubting the availability of market re- 
search data and sources in Europe will have his 
fears dispelled after reading this O.E.E.C. report. 


The report covers a European Productivity 
Agency project designed to study the use of market 
research in Western Europe and to examine its 
possible influence in the drive for increased pro- 
ductivity. 

In taking stock of the present state of market re- 


search in Europe, care is taken to differentiate be- 
tween consumer and industrial markets and to out- 
line the research methods likely to produce the 
most successful results in each case. 

A valuzbie contribution of this report is its 
concern with ihe need to integrate market research 
and its techniques with any thorough effort to max- 
imize a firm’s profits. 

The report deals briefly with methods of market 
research. Patterns of market research operation in 
Europe are discussed and estimaies of interview 
costs are given. 

This report gives the reader a picture of the 
status of market research in key European countries 
and discusses the part which semi-official and official 
agencies play in gathering and disseminating sta- 
tistics. 

Annexes make up one third of this book and 
provide a great deal of information which would 
be quite difficult for any individual to gather. 
Three sections in the annexes are of permanent 
value: 

(A) A multi-lingual glossary of technical terms 
employed in public opinion and market research. 
French and German equivalents are given for more 
than 150 terms in common trade usage. 

(B) A selective bibliography of European litera- 
ture on market research and marketing. This is a 
topic by topic listing of literature in selected areas 
going back to the 1930's. There is also a list of 
available survey results covering diverse subjects 
such as the markets for perfume in France, wine in 
Denmark, and household appliances in England. 

(C) A list of market research institutions in Eu- 
rope. Twelve countries are covered in this listing, 
but no comments are made regarding any individ- 
ual organization. 

The last section of the annexes outlines a market 
research course which was held by the Italian As 
sociation for Market Research in Rome in 1955. 
This outline was included because it represents the 
most thorough educational approach to the subject 
in Europe up to that time. This section should be 
of particular interest to teachers of market re- 
search and marketing. 

A great deal of valuable information on interna- 
tional market research and its applications in West- 
ern Europe is contained in this short volume. The 
book is ‘now in its second printing and can be used 
as a good reference for further source material. 


9.5 How Does Commercial Television Affect British 
Viewing? John T. Suchy, Journalism Quar- 
terly, Winter, 1958, pp. 65-71. [wW.L.] 

The British Broadcasting Corporation has long 
prided itself on its appeals to minority intellectual 
groups. When commercial television (I.T.A.) ap- 
peared in Britain two years ago observers wondered 
whether the B.B.C. could continue its policy. Au- 
dience surveys reveal that commercial TY has be- 
come increasingly more important than its non- 
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commercial counterpart. To achieve viewing pop- 
ularity commercial TV had to reduce its cultural 
approach. 

This article analyzes in detail the audience levels 
of both B.B.C. and IL.T.A. and the total program 
time by classes of programs. Although no definite 
conclusions are reached about viewership for both 
networks, the article indicates the growing popu- 
larity of commercial TV in Britain. 


9.6 State versus Private Enterprise in Latin America. 
Robert J. Alexander, The American Journal 
of Economics and Sociology, January, 1958, 
PP- 133-142. [W.L.] 

Government participation in the economic proc- 
ess in Latin America is considerably greater than it 
is in the United States. The reason for this partici- 
pation is not an ideological one. Rather it stems 
from a drive to encourage economic development at 
a very rapid rate in an efficient manner, and to 
assert national sovereignty of the individual coun- 
try. Such important economic areas as public util- 
ities, railroad transportation, heavy industry, and 
petroleum are often taken over by the state. In 
addition active participation in the development 
and mechanization of agriculture and manufactur- 
ing industries is effected through development cor- 
porations. Influence is exerted over the market 
place through regulative measures controlling mar- 
ket exit and entry and through central bank con- 
trols. 


9.7 Insuring Our Foreign Investments. Emile Ben- 
ort, Challenge, January, 1958, pp. 58-62. [W.L.] 
Describes the operation of the Investment Guar- 
antees Program seen by the government for nearly 
a decade. The government has already insured 180 
million dollars of American overseas investments in 
18 countries and another 19 countries have agree- 
ments under the program. 

For a flat premium of 0.5 per cent the investor 
has three types of coverages available: 

1) convertibility insurance which guarantees that 
foreign currency earnings can be translated into 
dollars or that the capital can be repatriated. 

2) expropriation insurance which compensates in- 
vestors in case of nationalization of property. 

$) insurance against losses from destruction of 
facilities in war. 

The program is administered by the I-C.A. Guar- 
antees are carefully limited and only new invest- 
ments can be insured. While objections may be 
raised that such insurance gives other countries the 
opportunity to mistreat American investors and 
lets the American government pay the bill, to date 
this has not been the case. By encouraging private 
foreign investment, investment guarantees are one 
effective weapon in the struggle between free and 
totalitarian forms of society. 


9.8 Developing Foreign Markets for U. S. Farm 
Products. Foreign Agricultural Service, U.S.- 
D.A., February, 1958. [J-K.s.] 


Export markets are a major outlet for U. S. farm 
products—an outlet for the production equivalent 
of one out of five acres of U. S. cropland in 1956-57, 
when United States agricultural exports reached 
the all-time high of $4.7 billion. The Foreign Agri- 
cultural Service, working with U. S. trade and 
agricultural groups, is engaged in a broad export 
market development program with activities rang- 
ing from market surveys and analyses to co-opera- 
tive projects using foreign currencies. This second 
annual report summarizes program activities for 
1956-57- 


1l. GOVERNMENT REGULATION 


11.1 The Clayton Act: Sleeping Giant of Antitrust? 
Robert W. Harbeson, The American Eco- 
nomic Review, March, 1958, pp. 92-104. [5.C.H.] 


On June 3, 1957, the United States Supreme Court 
held that du Pont’s 1917-1919 purchase of a 23 per 
cent stock interest in General Motors violated Sec- 
tion 7 of the Clayton Act. This decision extended the 
scope of the Clayton Act in three ways: (1) It ap- 
plied Section 7 to vertical as well as horizontal ac- 
quisitions preceding 1950. (The Celler Amendment 
explicitly provided the same sanction to post-1950 
vertical acquisition.) (2) It held that action could 
be brought at any time after the stock acquisition 
that lessening of commerce appeared threatened. (3) 
It advanced a narrow definition of relevant market 
(i.e. automobile finishes and fabrics rather than all 
finishes and fabrics). 

The first extension of the Act is not likely to be 
significant, since asset acquisitions were more com- 
mon than stock acquisitions under the pre-1950 form 
of the Clayton Act. The significance of the other 
extensions will depend upon future court rulings as 
to the percentage of concentration required to indi- 
cate restraint of trade, and upon the courts’ final 
plans for du Pont’s divestiture of General Motors. 


12. HISTORY AND TRENDS 


12.1 Trends in Class Fertility in Western Nations. 
Dennis H. Wrong, Canadian Journal of Eco- 
nomics and Political Science, May, 1958, pp. 
216-229. [S.c.H.] 


During the igth century class-fertility differen- 
tials increased sharply. The highest socio-economic 
groups definitely were the leaders in the decline in 
national fertility throughout the Western world. 
Patterns for the period 1910 to 1940 are more con- 
fused, partly due to increased quantities of data, 
but apparently some reduction in class differentials 
did occur. The post-1940 baby boom, on the other 
hand, has been marked by a sharp reduction in dif- 
ferentials, a trend which Wrong believes will con- 
tinue. 
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12.2 Frontiers and Forms of Enterprise: The Case 
of the North Pacific 1785-1825. G. R. Elliot, 
Canadian Journal of Economics and Political 
Science, May, 1958, pp. 251-261. [S.c.H.] 


Examination of Russian, British and United 
States trading and business ventures into the Pa- 
cific Northwest, 1785-1825, suggests that the nature 
of the area in which economic activity is conducted 
is likely to exert more influence over the form and 
shape of enterprises in that area than are the eco- 
nomic predispositions of the metropolises or home- 
lands. 


12.3 Electronics: What’s Coming After the Missile 
Age? W. R. G. Baker, Proceedings of the In- 
stitute of Radio Engineers, March, 1958, pp. 
534-538. [T-U-] 

The electronics industry (now a 12 billion-dollar 
a year business) has experienced four major periods 
of development: the radio era, the radar era, the 
television era, and the missile era. The radio and 
television eras, both being consumer-goods eras, 
were strongly influenced by the economic climate 
and by certain contractual arrangements peculiar to 
the electronics industry, whereas the radar and mis- 
sile eras were dominated by factors related to the 
urgent development of new military weapons. 

Following a discussion of the characteristics of 
these eras, the author looks into the future to the 
possibility of the fifth surge in the industry, which 
he calls the industrial electronics era—a broad term 
which is intended to include all electronic fields 
other than consumer goods, military goods, and en- 
tertainment services, and including the field now 
covered by the electrical industry. The paper con- 
cludes with a discussion of the major traits and the 
absence of any one predominating trait in this new 
era of the future. It includes an industry sales curve 
from 1915 to 1957. 


12.4 The Post Office Since 1867. A. W. Curre, Cana- 
dian Journal of Economics and Political Sci- 
ence, May, 1958, pp. 241-250. [S.C.H.] 


Marketers who have been concerned over in- 
creases in U. S. postal rates may be interested in this 
account of the Canadian postal system. Curre notes 
great increases in volume following (and possibly 
partially caused by) rate declines up to World War 
Il, the subsequent pressure for higher rates, and 
the problems of allocating costs and charges be- 
tween the various classes of service. 


13. INTEGRATION 


13.1 Grow Larger to Survive. Charles E. French and 
William A. Jarrett, Food Engineering, March, 

1958, 47-50. [J-S.w.] 
Food processors have been’ slow to join the 
merger race. During the great merger periods of 
1890-1904 and 1918-1928, they were practically un- 


touched because, “until recently, the technological 
processes necessary for food preparation and mar- 
keting were so simple that large-scale methods were 
unnecessary and uneconomical.” During the present 
“Automation Revolution,” however, mergers among 
manufacturers of food and kindred products have 
been numerous. The number of firms has declined 
nearly 40% between 1946 and 1951, and firm dis- 
continuances have been much larger than the num- 
ber of firm starts. Furthermore, the number of em- 
ployees per establishment has risen from less than 
20 workers in 1939 to 40.9 in 1954. 

The economics of such merger activity in the 
dairy field is analyzed rather critically in this article. 
Presently bulk handling, in-place cleaning, paper 
packaging, and similar innovations are providing 
the motivating forces bringing about the need for 
larger establishments. In the near future, it is pre- 
dicted, plastic packaging, new product develop- 
ment, and automation will provide a further 
stimulus. Eight trends are enumerated as factors 
setting the stage for a new era in food processing 
and marketing in the dairy field: 


. Increased industrialization and automation. 

. More vertical integration. 

. Growth of countervailing powers in food mar- 
keting. 

. Increased government control. 

. More national markets. 

. More rigid standards and grades. 

. More efficient production methods. 

. Increased research. 


14. MANAGERIAL CONTROL 


14.1 Charting Your Company’s Future Growth. Wil- 
liam E. Hill and Charles H. Granger, Dun’s 
Review and Modern Industry, August, 1957, 
pp- 41ff. [R.L.c.] 


Today even small companies are aware of the 
need that long-range planning is a practical neces- 
sity for survival in tomorrow's competitive markets. 
But how does management go about long-range 
planning? In this article the authors indicate the 
techniques involved and how to use them effectively. 

It is suggested that drawing up a long-range com- 
pany plan is a process with three distinct phases: 


Phase I—Setting the goals, or preparing the re- 
quirements for future developments. 

Phase II—Deciding on specific products or serv- 
ices to be produced. 

Phase I1I—Developing programs covering such 
functions as organization, finance, research and 
development, production operations, and market- 
ing to make possible fulfillment of the plans. 


These phases are discussed in detail. Also, a chart 
is provided which shows the steps in long-range 
planning as they are related to the phases men- 
tioned above. This is most helpful in viewing the 
over-all process, 
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The authors are well qualified to write on the 
subject of long-range planning. William E. Hill is 
Senior Partner of William E. Hill & Company, man- 
agement consultants, in New York, and Charles H. 
Granger is also a partner in the same firm. Reprint 
copies are available from Newell Garfield, Jr., Wil- 
liam E. Hill & Company, 640 Fifth Avenue, New 
York 19, New York. 


14.2 Analyses We Never Had Before. Franklin W. 
Nelson, Industrial Distribution, May, 1958, 
pp. 106-108. [G.F.] 


By adding a Univac 60 punched card electronic 
calculator to its data processing equipment the In- 
dustrial Supply Division of the Garrett Corporation 
is now able to maintain constant supervision over 
the relationship between sales and market potential 
and costs. A moving sales analysis for each customer 
in each territory for each of 87 product fields is 
compared with a cost analysis of every item moving 
through the warehouse. 

The present and planned improvement in man- 
agement practices resulting from high speed data 
processing include: rapid adjustment of inventory 
to purchasing trends before out of stock conditions 
develop; immediate indication of sales performance 
in comparison to market potential; cost of sales and 
profit for each order based on maintained mark-up 
and finally net profit expressed as a percentage of 
selling price. As a result of the speed with which 
this information is now available, this firm plans to 
move shortly into automatic inventory and purchas- 
ing activities. 


15. MANAGERIAL ORGANIZATION OF MAR- 
KETING ACTIVITIES 


15.1 Toward a Theory of Organizational Behavior. 
Robert V. Presthus, Administrative Science 
Quarterly, June, 1958, pp. 48-72. [W.L.] 

The analysis of organization has shifted from an 
emphasis on preoccupation with structured ration- 
ality to that of stressing individual behavior. Much 
of this emphasis has been sociological. This article 
attempts to integrate the insights of several social 
sciences into a general theory of organizational be- 
havior. 

Organization is defined as a system of structured 
interpersonal relations. Individuals are differenti- 
ated in terms of authority, status, and roles; thus, 
personal interaction is structured and anticipated 
reactions tend to occur while there is a decrease in 
ambiguity and spontaneity. These basic assumptions 
reflect Sullivan’s interpersonal theory of psychiatry 
concerning the adaptiveness of the human being 
and the role of social environment in shaping per- 
sonality. Anxiety, which provides the principal 
mechanism for determining individual reactions to 
organizational authority, is central to this theory. 
An individual’s deference to authority is geared 
into the organization mainly through the medium 


of anxiety reduction. Acceptance of organizational 
authority ensures approval by superiors thereby re- 
ducing anxiety. 

Several implications of learning theory for or- 
ganization behavior are developed. Learning as a 
function of perception and motivation depends 
upon the quality and number of stimuli and upon 
individual sensitivity and receptivity. The consist- 
ency of individual responses depends upon the 
power and ease of recognition of stimuli. Individual 
responses are more certain and constant in bureau- 
cratic structures. Thus, big organizations have a de- 
cided influence on individual behavior patterns or 
ways of reacting to interpersonal situations. 

Three hypotheses are suggested by Presthus: 1) 
The more patterned and authoritative the stimuli 
in a given interpersonal situation, the more predict- 
able and constant is the response; 2) individual be- 
havior will be more constant and predictable in 
complex organizations than in so-called voluntary 
types of associations; 3) individual patterns of ac- 
commodation to the organization are associated 
with attitudes toward authority and with socio- 
economic status. Three general patterns of accom- 
modation to the bureaucratic situation are dis- 
cussed: The upward mobiles, the indifferents, and 
the ambivalents. 


16. MARKETING OF SPECIFIC GOODS AND 
SERVICES 


16.1 Housing’s Crucial Decade. Charles E. Silber- 
man and Sanford S. Parker, Fortune, April, 
1958, pp. 124 ff. [¢.F.] 


The effects of innovation—or the lack of it are no- 
where more clearly discernible than in the housing 
market. Despite the increase in the number of 
households and individuals and the increase in the 
quality of housing construction (as measured by the 
types of facilities rather than the level of crafts- 
manship), there has been a strong tendency for ris- 
ing costs to narrow the market. Consequently the 
search for a major improvement in building tech- 
nology and design is being intensified. 

The increase in split level homes, the steady sub- 
stitution of prefabrication for on site fabrication, 
the development of low cost modular components 
which can be used interchangeably to produce va- 
riety previously unavailable to middle income peo- 
ple, the increase in the proportion of apartment 
houses and two- to four-family houses, and the sur- 
prising incursion of trailers among retired or young 
married couples brighten the prospects for a major 
advance in the productivity of home building. 

At this writing, Fortune’s estimate of 1,300,000 
new housing units per year in the late 1960's ap- 
pears bold in prospect but in view of rising dispos- 
able income, the redistribution of this income, and 
the technological advances responsible for its gen- 
eration, it is entirely possible that a decade hence 
market analysts will wonder how the writers could 
have been so timid. 
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16.2 Pet Needs Gain Stature as Drug Store Animal 
Line. Paul C. Olsen, Drug Topics, April 28, 
1958, pp. 62, 66. [D.R.] 


A nationwide survey shows the percentages of 
drug stores handling 3 different types of animal 
health items: Pet preparations, poultry preparations, 
and livestock preparations. 

The data is broken down by independent and 
chain stores, by size of store, by city size, and by 
region. 

Some of the data turned up by the survey: 

(1) go.4 per cent of all independents and 92.8 per 
cent of all chain drug stores sell pet preparations. 

(2) 38.9 per cent of independents and 26.9 per 
cent of chains sell poultry preparations. 

(3) 41-7 per cent of independents and 31.6 per 
cent of chains handle livestock products. 

(4) On all g types of products, the percentages of 
stores handling are higher in towns under 5,000 
population than in larger cities. 

(5) On a regional basis, pet products show up in 
the highest percentage of stores (95.6 per cent) in 
the East South Central area—while the lowest per- 
centage (73.1 per cent) prevails in the Pacific states. 


16.3 Doctors’ Visits to Pharmacies Rise 15°, in 
Cities, 5°, in Small Towns. American Drug- 
gist, April 21, 1958, p. 5. [D.R.] 

Last year, a study by American Druggist shows, 
the average urban drug store got 20 visits from each 
of 12 different doctors, for a total of 240 visits. The 
typical rural drug store got 59 visits from each of 6 
different doctors, for a total of 354 visits. Both totals 
represent increases over the year before. 

A major reason for the growing number of visits 
by doctors to drug stores is the recent drive among 
druggists to install New Rx Product sections, which 
doctors get into the habit of checking regularly in 
order to see what new pharmaceutical products are 
available to them. 

Conducted periodically since 1951, the survey also 
shows what kinds of questions physicians ask phar- 
macists when they telephone or come in for infor- 
mation. The leading subject has to do with names 
of products, followed by data on dosage, on compo- 
sition, on availability of a drug, on form and pack- 
aging, on the name of the manufacturer, on whether 
or not a prescription for a particular product may 
be refilled without authorization, and on cautions 
pertaining to particular drugs. 

The survey showed that 71.3 per cent of phar- 
macists feel that manufacturers should give them 
information on new prescription products before 
doctors get the information—so that the pharmacist 
will know what doctors are talking about when they 
start asking questions. 


16.4 The Market for Castings in Baltimore: Market 
Scope in a Customer-Centered Industry. Lloyd 
Saville, The Journal of Industrial Economics, 
February, 1958, pp. 134-148. [S.c.H.] 

Analysis of the invoices issued by Baltimore found- 


ries during June, 1953 suggest a rough, but only 
a rough, agreement with spatial models developed 
by such writers as Losch. About 75 per cent of the 
shipments were made to points in the “Baltimore 
customary market,” and most of the remainder were 
the result of past or present business contacts origi- 
nating in Baltimore. Within the market itself the 
lack of a symmetrical pattern of user-supplier con- 
nections resulted in considerable intra-market cross 
hauling. Product and service differentiation, and 
“implicit vertical integration,” i.e., the monopoliz- 
ing of a suppliers’ output by one or a few large 
buyers, seemed to be as important as spatial factors 
in limiting competition interaction. The absence of 
a neat border of peripheral or marginal buyers 
ready to switch from market to market inhibits 
“chain competition” or “linkage.” 


16.5 What is a Service? Edward C. Budd, Challenge, 
May, 1958, pp. 48-52. [W-t.] 


Marketing people are well aware of the growing 
importance of services and service industries in our 
economy. Statistical data portraying the increasingly 
significant role of services are based on glib distinc- 
tions between commodities and services. Numerous 
examples of difficult cases which defy clear-cut classi- 
fication and the unsatisfactory bases on which they 
are classified are presented. 

More than fifty years ago, Irving Fisher proposed 
a solution. He argued that consumption consists en- 
tirely of services regardless of whether they were 
furnished by business firms, workers, or commodi- 
ties owned or rented by consumers. When a com- 
modity is purchased (eg. loaf of bread) it repre- 
sents wealth and not until it is consumed should its 
value be counted as consumption. Our consumption 
statistics, according to Fisher’s method, overstates 
consumption. Moreover, as leasing and rentals in- 
crease, the proportion of services to consumption 
will rise. The use of Fisher's definition, however, 
would raise more measurement problems than it 
solves, and so we treat durable goods purchases as 
consumption at the moment of purchase. Inade- 
quacies of the distinctions between commodities and 
services should be borne in mind. 


16.6 Co-ops Move in on New Fertilizer Territory. 
Chemical Week, May 17, 1958, pp. 83-84, 86, 
88. [J.K.M.] 

New threats to the nation’s private fertilizer in- 
dustry are cropping up in the form of expanded 
capacity by fertilizer co-operatives. Besides enlarging 
mixing capacity, many co-ops are also moving into 
raw materials production. It’s this evidence of verti- 
cal integration which worries private fertilizer pro- 
ducers most. 

The most recently issued figures (for 1954-55) put 
co-op sales at $250 million, adjusted to eliminate 
duplication. Co-op trade organizations estimate co- 
ops now have 20 to 25 per cent of all fertilizer sales; 
most industry sources put the figure at 25 to go per 
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cent. Co-ops expect their market share to stabilize 
at the present level. But chemical market research- 
ers predict co-ops will supply 60 to 80 per cent of 
the market in the next fifteen to twenty years, if tax 
laws are unchanged. 

Freedom from the 52 per cent corporate tax gives 
the co-ops their greatest advantage over private in- 
dustry. Co-ops are also permitted to borrow funds 
from federal agencies at only two per cent interest. 
In addition, federal, state and local agricultural of- 
ficials support the movement, actively push co-op 
brands. 


16.7 Multiple Pricing of American Wheat: Present 
System vs. Two-Price Plan. Helen C. Farns- 
worth, Food Research Institute, Pamphlet, 
Stanford University, 1958, 50 pp. $1.00. [J.s.w.] 


This small pamphlet gives the reader a good look 
at the world surplus wheat problem, both as to its 
magnitude and its origins. The effects of our gov- 
ernment’s present program of administered multiple 
pricing for wheat are summarized. Multiple pricing 
under the proposed domestic parity (marketing cer- 
tificate or two-price) plan is then analyzed with the 
conclusion that the latter will solve none of the 
problems of the present plan, but that it will be es- 
sentially more undesirable. The proposed plan will 
be more costly to our government, will increase the 
“tax” on bread through higher consumer prices, 
and will intensify the resentment of other wheat ex- 
porting countries because of our “dumping” poli- 
cies. 

A worthwhile reading for anyone interested in 
the agricultural surplus problem. 


16.8 Les Formes de la Collaboration dans le Circuit 
de la Distribution du Producteur au Consom- 
mateur. Robert Caussin, Etudes et Documents 
du CNBOS-—Serie Organisation Commerciale 
No. 9, 1958, pp. 1-33. [S.J-s.] 


This detailed report, prepared with the help of 
technicians from 17 European countries, for presen- 
tation before the 11th international congress of sci- 
entific management, describes some of the major 
problems of establishing and implementing a pro- 
gram of co-operation between the many business 
firms that come between the producer and the con- 
sumer. 

The report draws attention to some of the bene- 
fits of smaller scale co-operation enjoyed by indi- 
vidual countries. For instance, the co-operation be- 
tween producers and distributors of Belgium in 
moving sugar to the consumer, and the efficient 
marketing of frozen foods through associations of 
producers, wholesalers, and retailers in Sweden. 
Cases of inter-country co-operation on such prod- 
ucts as furs, metals, and new products like plastics, 
are also cited. 


Some of the objectives of intra-continental co-op- 
eration might be: (1) development of a large vol- 
ume of demand through a common market, (2) con- 
stant improvement of products through pooling of 
product development knowledge, (3) synchroniza- 
tion of transportation, (4) better financing and sales 
promotion, (5) exchange of technical information 
and experience. 

While the advantages of such giant collaboration 
are many, the organization would have to guard 
against price collusion, and other manipulations for 
the benefit of limited groups at the expense of the 
public. 


16.9 Le Marche Commun. Robert Marjolin, Vendre, 
December, 1957. [P-E.] 


M. Marjolin, law professor at Nancy, advisor to 
the Ministere des Affaires etrangeres, and secretary 
of O.E.E.C. discusses the common market in some 
detail. It will constitute as great an economic force 
as the United States and will comprise a market of 
164 million people, producing 250 million tons of 
coal and 57 million tons of steel yearly. 

The first, vital, and most difficult step is the 
abolition of customs duties and quantity restric- 
tions. This will be done in 12 to 15 years with a 10 
per cent cut in duties and a 20 per cent cut in 
quantity restrictions each year, starting in the sec- 
ond year. Agricultural products are not included. 
Other steps will include the elimination of restric- 
tions on worker movements, harmonization of social 
legislation, anticartel and dumping laws, and a Cen- 
tral Bank. 

Actually the Common Market will extend well 
beyond Europe. French overseas ‘departments’ (for 
example, Algeria and Martinique) will be included 
on equal footing (there is, however, no decision on 
free circulation of their workers). African territories 
(for example, the Congo and Madagascar) will be 
base for the building of a Eurafrican Community. 
At the start young African industries will be pro- 
tected and a special investment bank created. 

France has a specific relief clause—she can rein- 
stitute duties and import quantity restrictions if a 
key industry is in difficulty or her balance of pay- 
ments dangerous. 

While there are doubts that French industry can 
compete with Germans, Italians, French social se- 
curity being so highly developed, M. Marjolin re- 
calls that the same fears existed in Belgium before 
the Benelu customs union. But Belgium exports to 
Holland have increased in the same proportion as 
those from Holland to Belgium (both have tripled 
in eight years). And the policy of the French gov- 
ernment of reimbursing social security charges on 
goods exported should allow cost competition till 
they are equalised for all Europe. The advances in 
the efficiency of French industry should make 
French products competitive with German and 
Italian products. 
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18. PRICES AND PRICE POLICIES 


18.1 How the Soviets “Plan” Their Prices. Gregory 
Grossman, Challenge, January, 1958, pp. 22- 
26. [W.L.] 


Although production and distribution in the So- 
viet Union are largely governed by central plan- 
ning, the structure of Soviet prices and costs sig- 
nificantly influences the decisions of planners and 
affects use of resources. Grossman classifies the So- 
viet price system into four parts: 

1. Prices in transactions between individuals. 
These are not directly controlled by the state. 

2. Prices charged by the state in sales to individ- 
uals. These are the most important since the bulk 
of the purchases are made from the state. The state 
sets retail prices of consumer goods high enough to 
enable it to recapture the money and social benefits 
it pays out. Attempts are made to price consumer 
goods at a level just high enough to equate supply 
with demand. 

3. Prices paid by the state to individuals, includ- 
ing wages. The state which employs 50 millions sets 
wages so as to get the labor force distributed among 
various industries and to spur productivity on the 
job. 

4. Prices within the state sector. These are not 
merely transfers of funds since the prices will de- 
termine the alternatives the numerous managers 
and planners will choose. 


Prices of producers’ goods are set by central au- 
thority for several years at a time. Prices for any 
one item are uniform over the country or a terri- 
tory. Cost is the primary determinant of price with 
demand receiving little attention. Typically pro- 
ducers’ goods are equated to average cost plus a 
small markup. Soviet economists thus feel they are 
conforming to the Marxian “labor theory of value”. 
Since planning has as its purpose efficient resource 
allocation, the price of a good should express not 
the labor that goes into its production but rather 
the contribution it makes to the national product. 


20. RESEARCH AND RESEARCH TECHNIQUES 


20.1 Do Ad Readers Buy the Product? Daniel Starch, 
Harvard Business Review, May-June, 1958, 
PP- 49°58. [J-M.R.] 


Researchers concerned with the elusive solution 
to the question of advertising effectiveness are ad- 
vised to study carefully the technique circumspectly 
set forth by Mr. Starch. Details can not be repro- 
duced here but the essential ingredients compared 
on year-to-year bases are: 


1. The yearly accumulated ad readers per 100 is- 
sue readers (“tonnage” of ad readers). 

2. The yearly accumulated purchases per 100 is- 
sue readers (“tonnage” of ad readers who pur- 
chased product advertised within one week 
after insertion). 


3. The total number of product users reading the 
publication whether or not the ad was read. 


Cases are presented which suggest that year-to- 
year comparisons of readers, reader users, and total 
users are a key to the isolation of advertising effec- 
tiveness, especially where five- or six-year trends can 
be viewed and analyzed. 


20.2 What We Know About the Effects of Mass 
Communications: The Brink of Hope. Joseph 
T. Klapper, Public Opinion Quarterly. Win- 
ter, 1957-58, pp- 453-474- [6-F-] 

Klapper proposes that we have come at last to the 
brink of hope with respect to what we know about 
the effects of mass communication despite the fact 
that mass media researchers have provided evidence 
in partial support of every view of every hue. 

His optimism is based on the development of a 
“situational” or “phenomenistic” approach to meas- 
urement, and on the application of generalizations 
already developed to the fields of persuasive com- 
munication and to the levels of audience taste. The 
“phenomenistic” approach represents a shift away 
from the tendency to regard mass communication 
as a necessary and sufficient “hypodermic” cause of 
audience effects. The old quest for specific effects 
stemming directly from the communication has 
given way to the observation of existing conditions 
or changes—followed by an inquiry into multiple 
factors, including mass communication, which pro- 
duced these conditions and changes, and the roles 
which these factors played relative to each other. 

By applying research-produced generalizations to 
the field of persuasive communication Klapper con- 
cludes that when media offer fare in support of 
both sides of given issues, the dominant effect is 
stasis or reinforcement and the least common effect 
is conversion. Secondly, persuasive communications 
are more likely to be rejected if they: are not in ac- 
cord with the norms of groups to which the audi- 
ence member belonged. Attitude changes can be de- 
veloped by mass communications when the forces 
for stasis are inoperative or when the intervening 
forces themselves favor changes. 

With respect to the effects on taste, the typical 
mass media audience member selects’ those which 
are in accord with his existing likes and eschews 
exposure to other kinds of material. Here again the 
media serve as contributing agents of reinforcement. 
However media are also associated with changes in 
taste although literature on taste effects is sparse. A 
bibliography of 53 published research studies is ap- 
pended. 

In view of the growing body of opinion that the 
flow of information may be more important for the 
study of economic allocation decisions than either 
the flow of money or of materials, marketing inves- 
tigators may find Klapper’s variety of Brinkmanship 
highly stimulating. It is certain that marketing 
principles and advertising texts will have to un- 
dergo some major conceptual revisions to encom- 
pass the findings reported in this paper. 
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20.3 Motivation Research in Public Relations. Mac- 
karness H. Goode, Public Relations Journal, 
February, 1958, pp. 9-13- [W.L.] 


This article reports on motivations research and 
its possible contributions to public relations. The 
findings of motivations research of interest to public 
relations fall into three categories: 1) peoples’ mem- 
ories, 2) peoples’ fears, 3) peoples’ sense of the ap- 
propriate. Examples are given of research findings 
in each category. A very brief discussion of depth 
interviewing and projective techniques is presented. 

Goode believes that motivations research holds 
particular promise for public relations. Its findings 
will result in important facts that cannot be un- 
covered by present public relations techniques and 
which will strengthen knowledge and aid in mak- 
ing decisions. 

The use of group interviews hold special prom- 
ise. Motivations research will supplement other 
techniques, will aid in reaching creative solutions, 
and will make public relations a more effective 
management tool. 


20.4 The Phantom of the Soap Opera. William H. 
Kallis, Public Relations Journal, March, 1958, 
pp- 6-8. [w.t.] 

This article considers subliminal advertising, the 
techniques used, and the viewpoints of J. M. Vicary 
and those of some of his critics. The subliminal 
process which Vicary maintains will sell a lot of 
goods, was developed by him in collaboration with 
Bros and Thayer. The subliminal impressions (ads) 
are projected onto the screen at a speed of 1/3000 
of a second every five seconds. These messages are 
not consciously visible to viewers. Impressions, there- 
fore are rapid and brief. 

Critics state that weak stimuli can only bring 
weak response. Vicary candidly agrees that the tech- 
nique is best related to reminder advertising. He 
holds that advertising on highway billboards caught 
out of the corner of a driver’s eye are really sub- 
liminal. The technique is not hypnotic since the 
stimulus is weak and the message is simple. 

Experiments in unconscious perception date back 
almost 100 years. The word subliminal was first 
used by A. C. Williams, Jr. in 1938 in his paper, 
“Perception and Subliminal Visual Stimuli,” pub- 
lished in the Journal of Psychology. Experiments 
conducted by New York University’s Centre for 
Mental Health, The British Broadcasting Corpora- 
tion, as well as Vicary’s well-known motion picture 
experiment are cited. 

In Scotland, a subliminal researcher named Peter 
Randall claims to have a method of projection 
which boosts the receptivity of viewers so that each 
sub-threshold message is absorbed by at least 75 per 
cent of the audience. The technique is scientifically 
labelled Strobonic Psycho-Injection. At any rate the 
F. C. C. has a task force investigating subliminal 
advertising and ABC, CBS, NBC, and the Canadian 
Broadcasting Corporation have assured TV viewers 
they will not be exposed to hidden commercials. 


20.5 Distributors Embark on Operations Research. 
Industrial Distribution, January, 1958, pp. 
99-101. [G.F.] 


The National and Southern Industrial Distribu- 
tors Associations have appropriated $2,000 for a pre- 
liminary study by Ohio State University on ways 
and means to prove distributor's case to purchasing 
agents. Study areas are to include analysis of costs 
of a transaction negotiated through industrial dis- 
tributors as compared to costs of direct dealing with 
producers. Similarly the costs to producers of main- 
taining a field sales force and branch warehouses as 
compared with selling through industrial distribu- 
tors will be surveyed. The next stage of research 
contemplated is measurement of productivity in 
value added as indicated by the price paid. 

In addition to the conceptual limitations of the 
“value added” concept, this article possesses the 
weakness of setting out “to prove the distributors’ 
case to purchasing agents.” While the substance of 
the research proposed is commendable, it is unfor- 
tunate that an outside “impartial” Bureau of Busi- 
ness Research should be associated with this goal. 
Finally, it seems a great disservice to both market- 
ing and operations research to use in the caption of 
this article the term “operations research”, when 
neither the term nor the concepts associated with 
the term are used anywhere else in the report. 


20.6 Key to Better Selling: Operations Research. Jn- 
dustrial Distribution, April, 1958, pp. go-92. 
[c.F.] 


Research on customers, or products, or overhead 
costs, conducted independently has limited signifi- 
cance. Only the correlation of both marketing and 
production facts into a unified whole permits the 
type of analysis that can help management deal 
with today’s profit squeeze. This was the predom- 
inant message at a recent National Industrial Con- 
ference Board marketing session. 


20.7 Les Recherches de Motivations: Une Nouvelle 
Philosophie de la Vente. M. Alfred Denner, 
International Marketing, February, 1958, pp. 
91-96. [s.J.s.] 


This is an explanatory article, covering the fol- 
lowing points about motivation research: (1) what it 
is, (2) the wording of questions for depth interview- 
ing, and (3) the process of inquiry. 

The author states that France along with Eng- 
land is leading all other countries of Europe in this 
new type of research. Both French manufacturers 
and large retailers are using motivation research 
with increasing regularity. Several case histories of 
effective findings are cited. In one instance, through 
depth interviews, a furniture manufacturer was able 
to discover that consumers were confused by his ad- 
vertising. People were unable to distinguish between 
the brand name of the furniture and the name of 
the material which covered the furniture. 
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20.8 The Use of Public Relations Research by Large 
Corporations. Robert O. Carlson, Public 
Opinion Quarterly, Fall, 1957, 341-349- 
[G.F.] 

Big business influences the daily lives of most 
people, and while they in turn recognize this fact, 
little formal research has been directed towards the 
measurement of attitudes and feelings about big 
business. 

This paper discusses the use of public opinion re- 
search and concludes with a number of survey find- 
ings which have important implications for market- 
ing. For example, people are more aware of and 
more friendly toward companies which produce 
consumer-type goods than companies engaged in 
basic industry or in the selling of an intangible 
good. It may be comforting to the managements of 
some large firms to know that government control 
as an abstract concept is more readily tolerated than 
government control of companies which produce 
products used by respondents to public opinion 
polls. Howeéver, the author raises the question as 
to whether the public can be expected to have in- 
formed attitudes toward the thousands of industrial 
firms and the hundreds of industries which operate 
in our country today. 


20.9 Papers and Proceedings of the Seventieth An- 
nual Meeting of the American Economic As- 
sociation. American Economic Review, May, 
1958, 677 pp. [5.c.H.] 


As usual, the annual volume of papers presented 
at the A.E.A. meetings contains a number of items 
relevant to marketing interests. Some of the most 
pertinent ones are briefly noted here. Ralph B. 
Bristol's “Factors Associated with Income Variabil- 
ity” describes fluctuations in incomes in an urban 
cross section sample reinterviewed over a three year 
period. Half of the 678 spending units had a change 
(plus or minus) of at least 25 per cent during that 
period. The sample, as a whole, had a tendency to 
“regress” towards the sample mean from year to 
year. “Individual Incomes and the Structure of Con- 
sumer Units” by Dorothy S. Brady discusses prob- 
lems related to the sharing of income among rela- 
tives. Cash assistance in the maintenance of separate 
households tends, relatively, to be associated with 
above average incomes, while sharing of living quar- 
ters with the nuclear family is the economical solu- 
tion of lower income families. Gerhard Colm, “Eco- 
nomic Projections: Tools of Economic Analysis and 
Decision Making,” comments on the superior pre- 
dictive performance of long-run (over five year) pro- 
jections to some short-run forecasts. Holbrook Work- 
ing’s “A Theory of Anticipatory Prices” emphasizes 
the role of market or demand expectations in price 
formation. Using a model involving traders (mostly 


skilled, and possessing somewhat different patterns. 


of market information). Working develops an ex- 
planation for day to day fluctuations on commodity 
and security exchanges. Ascher Achinstein and Bert 


G. Hickman provide generally gloomy answers in a 
session on the question, “Is Another Major Business 
Contraction Likely?” J. M. Clark, “The Uses of Di- 
versity: Competitive Bearings of Diversities in Cost 
and Demand Factors,” points up the ways in which 
competitive behavior involves interactions between 
firms of “different sizes, costs, perspectives, elastici- 
ties of demand and agressive or defensive attitudes 
or situations.” Daniel R. Fusfeld’s “Joint Subsidi- 
aries in the Iron and Steel Industry” traces a com- 
plex pattern of interlocking interests. 


21. RETAILING 


21.1 Shoppers Buy in 2 Stores or More. Super Mar- 
ket Merchandising, February, 1958, p. 122. 


[w.L.] 


A short report on a survey conducted by Bur- 
goyne Grocery and Drug Index concerning grocery 
shoppers in Cincinnati, St. Louis, Columbus, and 
Milwaukee. Results showed that 64 per cent of all 
supermarket shoppers buy foods in more than one 
store; the average consumer purchases from 2.3 
stores. Sixty per cent of food shoppers make one 
trip or less to the supermarket per week. Data is 
also given on findings related to Sunday openings, 
grades of meat, and the purchase of department 
store type merchandise. 


21.2 Changing Patterns in Food Retailing. The 
Conference Board Business Record, March, 
1958, pp. 161-121. [J.M.R.] 


This review of food retailing accounts for the 20 
per cent increase in food stores sales between 1954 
and 1957 in three ways: more people, higher prices, 
and better living—the last being the most impor- 
tant. Coupled with the increase in sales, number of 
stores declined 17 per cent between 1948 and 1954 
and average sales increased from $63,000 to $103,000. 
Figures are cited that show the larger food retailers 
are getting larger, both in terms of supermarkets 
and in terms of chains. 

Of particular interest is the discussion of food re- 
tailing in the suburbs. Sales have expanded much 
more rapidly there than in the city—not only be- 
cause of population shifts but because the age and 
income distribution of suburban populations favor 
increase per capita purchase of food items. More- 
over, suburbs make far bigger stores than do cities 
because they draw from a wider area and “once 
the consumer is shopping by car, the inclination is 
to seek the larger store, with its wider range of mer- 
chandise, its lower prices, and its greater conven- 
iences.” 

The prosperity of the food retailing industry is 
also accounted for, in part, by inventions and in- 
novation making for greater shopping comfort and 
new products. Food shopping is no longer a routine 
chore, but has assumed a creative quality because of 
the advent of self-service and the flood of new proc- 
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essed, pre-cooked, and frozen foods, as well as non- 
food items. 

In all of this, researchers for the Conference 
Board see nothing to encourage the food specialty 
store: meat markets, produce, bakeries. Supermar- 
kets have consistently shown greater increases in 
these categories than have the specialists. 


21.3 Shop and Bank. Super Market Merchandising, 
May, 1958, p. 158. [W.L.] 

Ten National Tea Company stores in Chicago 
have teamed up with the First Federal Savings & 
Loan Association to permit customers to shop and 
bank all in one operation. The new service is titled 
“National Savings Transmittal Service.” Customers 
can make deposits in the supermarket, handle mort- 
gage payments, fill out withdrawal slips and have 
the money mailed to their homes, and open new ac- 
counts. This service supplements the convenience 
of check cashing, purchase of money orders, and 
payment of utility bills which National has fea- 
tured. 


21.4 Getting Sales from Selling Policies. Super Mar- 
ket Merchandising, February, 1958, pp. 104- 
106. [W.L.] 


Reports on a survey of 179 companies controlling 
5,189 markets, 25 per cent of the industry’s units, 
on attitudes to 50 selected trade practices. Execu- 
tives were polled asking which policies they were 
for or against. Included are such practices as cash 
discounts, advertising allowances, display materials, 
coupons, and pricing strategies. 


21.5 Executive Opportunities and Executive Earn- 
ings. Theodore Schlesinger, Stores, April, 
1958, pp. 14-16. [J.s.w.] 

A statement of the case for a career in depart- 
ment store retailing is made in this article written 
by the Chairman of the National Retail Merchant 
Association’s Committee on Careers in Retailing. 
The argument is built around these three points: 
(1) there are numerically a great number of jobs in 
retailing with one-fourth of all employed non- 
agricultural employees in the United States holding 
down distributive industry positions, mostly in re- 
tailing; (2) these jobs call for every type of special- 
ist, thus retailing provides a diversity of opportu- 
nity; and (3) financial and status rewards are plenti- 
fully available in a relatively short period of time 
for the person with the right qualifications. 

The third point is amplified by a report on a 
study of executive earnings and advancement in 
department store retailing. College graduates who 
had attained supervisory rank in a random-se- 
lected group of department stores furnished the 
sample for the study, a group constituting approxi- 
mately 25 per cent of total executive forces in 
these stores. The distribution by age was: 


19 per cent are under go 
40 per cent are 30-34 
23 per cent are 35-39 
13 per cent are 40-50 
5 per cent are over 50 


The speed of opportunity argument is further 
strengthened by these data: 


25 per cent reached executive level in less than one 
year 

44 per cent in less than 2 years 

66 per cent in less than 3 years 

78 per cent in less than 4 years 

95 per cent in less than 5 years 


Earnings of the group run a broad range: 


Age Group Median Quartile Decile 
Under go $ 5,200 $ 7,200 $ 9,200 
31-39 7,800 11,100 15,200 
40 & Over 10,500 20,000 30,000 

Total 7,200 11,100 16,300 


All in all, a rather good case is stated. The data 
should be useful to persons engaged in recruitment 


of department store personnel, as well as teachers 
of retailing. 


21.6 Super Value Study. Editors of Progressive 
Grocer, 112 pp. [J.8.w.] 


The comprehensive study of supermarket sales 
and margins made by the editors of Progressive 
Grocer and reported in various issues of that pub- 
lication, commencing with the January, 1958, issue 
and continued through the next seven months, has 
been compiled in this convenient booklet form. 
(See the abstract of the January part in the July, 
1958, issue of the JOURNAL OF MARKETING.) 

The eight parts of the study and the issue of 
Progressive Grocer where they appear are: 


Part I (January 1958)—Sales and Margins by 
Product Groups. 

Part II (February 1958)—How Merchandise Moves. 

Part III (March 1958)—Where Profits Come From. 

Part IV (April 1958)—Sales and Margins Per 
Linear Foot. 

Part V (May 1958)—The Performance of Perish- 
ables. 

Part VI (June 1958)—-A New Look at Frozen 
Foods. 

Part VII (July 1958)—The Role of Special Dis- 
plays. 

Part VIII (August 1958)—A Customer Profile. 


Anyone interested in food retailing will want a 
copy of this important study. Copies can be pur- 
chased for $1.50 from Progressive Grocer, 161 Sixth 
Avenue, New York 13, New York. 
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21.7 Special Issue: Merchandise Management Ac- 
counting. Journal of Retailing, Spring, 1958, 
52 pp. [S.c.H.] 

Merchandise Management Accounting, which is 
not really an accounting technique but rather an 
approach to the use of accounting information in 
merchandising and pricing situations, has provoked 
tremendous interest in department store circles. 
The Spring issue of the Journal of Retailing, pub- 
lished by the New York University School of Re- 
tailing, is devoted to a thorough examination of 
this new approach. Robert J. Jone’s “Objectives 
and Basic Principles of M.M.A.” describes the tech- 
nique as one of isolating cost patterns for handling 
individual items, determining total dollar control- 
lable profit at various markup levels, and measuring 
the consequent rate of return on merchandise in- 
vestment. E. O. Schaller’s “The Historical Back- 
ground of Merchandise Management Accounting” 
traces the development of retail cost concepts from 
the early awareness of only purchase costs to recog- 
nition of handling costs. Major developments con- 
sidered include the now-traditional department 
store breakdowns of natural and functional costs, 
the Louisville Grocery Survey, the Burley, Fisher 
and Cox study of Drug Store Operating Costs and 
Profits, J. L. Hudson’s breakdown between escap- 
able and inescapable costs, Barnet’s classification of 
acquisition, counter, explanation, and consumma- 
tion costs and now merchandise management ac- 
counting. Gordon B. Cross’s “A Critical Analysis of 
Merchandise Management Accounting” centers 
around the methodology for cost determination and 
the lack of attention to demand considerations. 
Cross feels that M.M.A.’s greatest weakness may be 
its neglect of the time factor as a unit of cost. 
“M.M.A. Should Supplement Expense Center Ac- 
counting” by Kenneth P. Mages discusses the lack 
of conflict between these two innovations, since 
ECA is an accounting method for recording daily 
transactions, while M.M.A. is a buying philosophy 
with built-in methodology. Bernard W. Smith's 
“M.M.A. as a Tool for Merchandising” notes the 
values to be gained from greater cost-consciousness 
in pricing, but wonders if the technique might not 
lead to abandonment of low-end lines, or to danger- 
ously low markups on high-end merchandise. 
Finally, Herman Radolf notes the ways in which 
cost information may influence buyers and mer- 
chandising executives to make cost-saving decisions. 

Members of the American Marketing Association 
may also be interested in the biography of Dr. 
Charles F. Phillips appearing in the “Honor Roll 
in Retailing.” 


21.8 The New Way at Safeway. Supermarket News, 
January 6, 1958-March 31, 1958. [J.s.w.] 

This thirteen-part series on Safeway provides a 

rather complete picture of the changes that have 


taken place in America’s second largest food chain 
since its management upheaval. The thoroughness 
of coverage can be seen by examining the subjects 
covered each successive week: 


. January 6, 1958 “Safeway's Profit Rebound” 

. January 13, 1958 “The Division Level” 

. January 20, 1958 “The Area-by-Area Tally” 

. January 27, 1958 “Management Policy” 

. February 3,1958 “Promotions” 

. February 10,1958 “Private Brands” 

. February 17,1958 “Non-foods” 

. February 24,1958 “Perishables” 

. March 3g, 1958 “Pricing” 

. March 10, 1958 “Expansion” 

- March 17, 1958 “Store Engineering” 

. March 24, 1958 “Canada Safeway” 

. March 31, 1958 “Highlights of “The New 
Way’” 


21.9 A Practical Approach to Merchandise Manage- 
ment Accounting. Malcolm P. McNair and 
Eleanor G. May, Stores, May, 1958, pp. 30-50. 
[J-s.w.] 

A scholarly plea for the adoption of a fresh ap- 
proach to retail accounting. Although the “retail 
system of merchandise accounting” has many points 
in its favor and has done a great deal in helping to 
mold merchandising theory and practice, McNair 
and May feel a shift in emphasis is overdue. They 
feel retailers, especially in the department store 
field, “should get away from... (1) the heavy 
emphasis ... on department-wide gross margin, 
particularly in its percentage form, and (2) the fixed 
habit of looking at department expenses, both 
direct and allocated, as applying across the board 
to all goods sold in the department.” 

The change to be brought about by Merchandise 
Management Accounting (MMA) is “essentially a 
shift in merchandising objectives in the direction 
of emphasis on dollar contribution, both of the de- 
partmer: and of groups or items of merchandise, 
instead of . preoccupation with percentage markon 
and percentage gross margin.” The basic purpose 
of the new method is “the improvement of depart- 
ment store profits.” 

The case for MMA is carefully built, starting 
with the Retail Method, followed by a discussion 
of the Clark Contribution Plan, a sort of bridge to 
MMA. After a thorough explanation of MMA, de- 
tailed evaluations of three formalized approaches 
to the technique are given, namely, the Gotlinger 
Controllable Profit Program, the Jones Approach, 
and a suggested (by the authors) modified approach 
to MMA. 

This is a thoughtful article embodying some 
fundamental shifts of concepts in an area vital to 
a large number of marketers. It is “must” reading 
for students and practitioners of retailing. 
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23. SALES MANAGEMENT 


23.1 Does Group Participation When Using Brain- 
storming Facilitate or Inhibit Creative Think- 
ing? Donald W. Taylor, Paul C. Berry, Clif- 
ford H. Block, Administrative Science Quar- 
terly, June, 1958, pp. 21-47. [W.L.] 

Reports on an experiment designed to answer the 
title question. Twelve groups of four and forty- 
eight individuals followed four basic rules of brain- 
storming in dealing with three problems. Upon 
completion of this portion of the experiment, the 
group of forty-eight was divided at random into 
twelve nominal groups of four. The performance 
of each nominal group was scored as though its 
members had actually worked together as a group. 
Nominal group achievement thus gave a measure of 
performance expected if group participation neither 
facilitates nor inhibits creative thinking. The per- 
formance of the twelve real groups was compared 
with that of the twelve nominal groups and was 
found to be significantly inferior in terms of: 1) the 
total number of ideas, 2) the total number of 
unique ideas, 3) the quality as represented by three 
different measures. In this experiment group par- 
ticipation when using brainstorming inhibited 
creative thinking. 


23.2 Why A Buyer Blows His Top. Chemical Week, 
November 30, 1957, pp- 49-5!- [J-K-M.] 


There is a growing indication that many chemi- 
cal suppliers are losing business because of a lack 
of general service contact with customers and a 
lack of all-around salesmanship. 

Chemical purchasing agents have several com- 
plaints, but one of the most important is the in- 
ability to get prompt action from suppliers on serv- 
ice. When something goes wrong, the salesman 
usually cannot be reached. The solution seems to lie 
with “inside salesmen,” who give the impression 
that they are there for the sole purpose of servicing 
accounts. 

Problems with individual salesmen are usually 
linked with the time factor. The number of sales 
calls reportedly have increased greatly since last 
year, serving only to aggravate already harried pur- 
chasing agents. Most buyers urge that routine calls 
be held to less than twelve a year. With each inter- 
view ideally limited to fifteen or twenty minutes, 
purchasing agents also feel that “small talk” should 
be kept to a minimum. 

Another complaint is that salesmen often talk 
about too many products. The maximum should 
not exceed six, according to most buyers. What is 
worse, some salesmen make calls without any idea 
of the buyer company’s needs, products, or policies. 

Buyers advise salesmen that to get the best re- 
sults, they should save the purchasing agent’s time 
and temper, both before and after the order is 
placed. 


23.3 What the Salesman Wants from His Boss. Man- 


agement Review, 
[J-M.R.] 
Some of the outstanding findings in this survey 


by the Dartnell Corporation of 2,000 salesmen from 
over sixty companies included the following: 


April, 1958, pp. 56-66. 


1. More help from supervisors on how to do a 
better selling job. 

2. Better methods of selecting salesmen for pro- 
motion. 

3. More equitable compensation, internally. 

4. Less evening and Saturday work, shift detail 
work to others. 

5- Help from supervisors in organizing work. 


Salesmen who had seriously considered quitting 
showed less favorable attitudes on the following: 


1. How well people get along within the com- 
pany. 

2. Extent to which jobs make full use of their 
abilities. 

3. Supervisory relations. 


23.4 Doorbell Pushers: Still Ringing Up Sales. Faye 
Henle, Management Review, May, 1958, pp. 
62-64. [J.M.R.] 


Attempting to account for the relatively better 
performance of direct-selling companies during pe- 
riods of recession this condensation from Barron's 
(March 10, 1958) cites the following reasons: 


1. Manufacturers are better able to gauge the 
market and avoid costly inventory pile-ups. 

2. By recruiting and training more salesmen, vol- 
ume can be built up. 

3. Better chance to maintain margins during pe- 
riods of intense price competition. 

4. More people available to sell direct because of 
increased unemployment. 


Three firms considering entry into this field are: 
Revere Copper and Brass (pots and pans); Corning 
Glass (Pyrex); Remington (electric shavers). 


24. SALES AND ECONOMIC FORECASTS 


24.1 A Growing Hemisphere: Population Change in 
the Americas, The Annals of The American 
Academy of Political and Social Science, 
March, 1958. [s.c.H.] 


As the title indicates, the March Annals contains 
much of interest to marketers. Harrison Brown 
(“Life in the Americas during the Next Century”), 
forecasts greatly increased populations (1.3 billion 
in North America, 9 billion in the U. S.), increased 
automation, large and more complex businesses, in- 
tensive cultivation even of marginal land, and a 
switch to a vegetarian diet. Norman B. Ryder (“The 
Reproductive Renaissance North of the Rio 
Grande”) argues that the “baby boom” has been 
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exaggerated by a lowering of the modal child bear- 
ing age. He anticipates as much as a 20 per cent de- 
cline in the birth rate under stable economic condi- 
tions and an even greater drop if business declines. 
William Peterson (“Internal Migration and Eco- 
nomic Development in North America”) summarizes 
the little we know about internal migration and 
its causes. According to many theories migration is 
goal-directed activity in response to a felt lack in 
the area of emigration. Over time migration should 
induce inter-area equilibrium, thereby reducing the 
tendency to migrate. In practice as Peterson points 
out, this equilibrium has not developed. Leo F. 
Schnore and Gene B. Petersen contrast “Urban and 
Metropolitan Development in the United States 
and Canada.” Other articles in the issue are con- 
cerned with changing age distributions in both 
North and South America and with population 
changes in Latin America. 


24.2 Durable Backlogs: Their Infivence on Sales 
Rates. The Conference Board Business Rec- 
ord, February, 1958, pp. 48-50. [J.M.R.] 


Students of economic trends and forecasting will 
find this analysis extremely interesting. Data in- 
cluded do not lend themselves to repetition here 
but do highlight the unusual problems of durable 
goods manufacturers who have, in effect, three sets 
of revenue figures to consider: new orders, back- 
logs, and sales. In this report, the recessions of 
1948-49, 1953-54, and 1957-58 are contrasted in terms 
of the three sets of figures. In addition, attention is 
given to changes in the backlog mix, specifically, 
short lead-time vs. long lead-time items. 


24.3 Time, Demand and Market Position. Yale 
Brozen, The Journal of Business, April, 1958, 
PP- 95-106. [s.c.H.] 


Brozen suggests that traditional microeconomic geo- 
metric analysis can be made much more meaningful 
than it now is by classifying demand curves in time- 
spans such as are now used for cost curves. An im- 
mediate run demand curve might stand for the buy- 
ing schedule that would result as buyers learned of 
price changes. Short run demand would be the 
schedule existing after buyers institute (or drop) 
economies in use of the product under question, 
learn of substitutes, and adjust equipment to uti- 
lize substitutes, and after competitors adjust rate 
of output. Long run demand curves envisage 
changes in buyers’ and competitors’ basic equip- 
ment and constitute the final adjustment to price 
changes. 

Curves drawn on such bases can be used to ex- 
plain such phenomena as long run persistence of 
apparent-above-normal profits, failure to take ad- 
vantage of some apparent profit opportunities, at- 
tempts to preserve market position, strenuous efforts 
to be first in a given market, and the power of a 
large buyer over suppliers. 


26. STATISTICAL DATA 


26.1 Revised Weekly Index of Department Store 
Sales. Federal Reserve Bulletin, April, 1958, 
pp. 412-421. [G.F.] 

Measuring weekly sales at department stores has 
been part of the Federal Reserve System's statistical 
program for two decades. The weekly sales index 
serves several purposes: it is a prompt indicator of 
sales activity; it is useful in studying sales move- 
ments within months; and it provides a basis for 
estimating the monthly index of sales several weeks 
before a reported figure is available. 

This article presents the results of the latest re- 
vision of the national index designed to maintain 
comparability with the more comprehensive 
monthly sales index. The most important change is 
an adjustment to Census of Business data for 1954. 
A second involves correction of the weekly indexes 
to the annual levels shown by the monthly index. 


27. STORAGE AND PACKAGING 


27.1 Transiting—Revolution in Warehousing. Clyde 
E. Phelps, Distribution Age, February, 1958, 
Pp. 36-37, 66, 67. [w.t.] 

“The warehousing industry today is on the 
threshold of an entirely new pattern of distribution 
—distribution center warehousing.” It encompasses 
the physical distribution of goods from plant to 
storage area to point of final consumer market via 
multi-plant transit stocks. Distribution center ware- 
housing involves establishing large transit ware- 
house stocks of a manufacturer's complete line 
(from 50 to 500 carloads) at key points. These sys- 
tems use from one to fifteen public warehouse loca- 
tions. A manufacturer can thus ship from any plant 
to a strategically located warehouse on a transit 
basis. He can then reship in mixed carloads or 
truckloads under a transit arrangement. By so do- 
ing, the manufacturer gets the benefit of carload or 
truckload freight rate right from the producing 
plant. This rate also applies on each commodity 
rating and not on the higher mixed carloading. 

Three major types, of operations exist: 1) Manu- 
facturers with a wide line of items manufactured 
in several plants shipping to strategic warehouses, 
2) Manufacturers shipping a variety of items from 
one major plant, 3) Manufacturers shipping one 
freight-rated commodity from several plants. 

It is evident that distribution center warehousing 
requires a sound basis of traffic research co-ordi- 
nated with the patterns of production and sales. 


27.2 Transiting—Revolution in Warehousing. Clyde 
E. Phelps, Distribution Age, March, 1958, pp. 
27-29, 60, 61. [W.L.] 

Part II of Phelps’ article on distribution centers 
is concerned with the speed and efficiency of ware- 
house operations. Consideration is given to space 
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requirements, co-ordination of marketing and ware- 
housing activities, operating procedures, storage lay- 
out, pallet systems, space utilization, processing of 
orders and measurement of costs. To meet the mar- 
keting challenges of the future, it is concluded that 
physical distribution will require automated ware- 
houses equipped with integrated order processing 
equipment. 


29. THEORY OF MARKETING 


29.1 The Prospects of a Unified Theory of Organi- 
zations. Olaf Helmer, Management Science, 
pp- 172-76. [W.L.] 

Despite much talk about organization theory, to 
date it is non-existent. Success has been achieved, 
however, in gaining insights into the mechanisms 
of the various types of organizations. Organization 
theory lacks both an adequate and unified concep- 
tual framework and a systematic method of pro- 
ceeding from premises to conclusions which ex- 
plains and predicts phenomena. 

The theses of this paper are: 

a) the concept of organization theory may well be 
clarified by tying into the existing conceptual ap- 
paratus of game theory. 

b) the study of organizations would be furthered 
most effectively by an approach through operations 
research. 

c) organization theory potentially occupies a cru- 
cial position because the notion of organization is 
a central one for all social sciences and it stands at 
a crossroads of completely mathematized theories 
and intuitive endeavors. 


29.2 Is Your Problem Overproduction—Or Under- 
production of Markets? James G. Drury, Ad- 
vanced Management, April, 1958, pp. 26-28. 
[J-M.R.] 


Here is a new twist to the current discussion of 
marketing’s economic position. Professor Drury 
agrees with the “value added” concept and further 
points out that many marketing activities do, or 
should, take place prior to physical production. 

His major thesis is this: marketing’s function is 
the production of markets and marketing appro- 
priations are investments (not expenses) in tools to 
produce markets. Under this concept, if supply ex- 
ceeds demand, management should go into mar- 
ket production—more and better salesmen and ad- 
vertising; management should not retrench on the 
marketing front. 

He draws interesting parallels between the in- 
gredients for producing goods and the ingredients 
for producing markets: raw materials, tools, and 
men. People are the raw materials for producing 
markets; marketing research, merchandising, sales- 
manship, advertising, sales promotion, and public 
relations are the tools for producing markets; em- 
ployees who understand people rather than things 
are the men for producing markets. 


29.3 Economics and the Theory of Social Systems. 
Michael J. Brennan, The American Journal 
of Economics and Sociology, January, 1958, 
pp. 113-122. [W.L.] 


This article reviews Tallcott Parsons’ and Neil 
J. Smelser’s book, Economy and Society, which at- 
tempts to integrate economic and sociological the- 
ories. The review is approached from the viewpoint 
of an economist. 

Parsons and Smelser hold that economic theory 
may be treated as a special case of the theory of 
social systems which in turn is a special application 
of the general theory of action. Economic theory is 
regarded as a sub-system of the more inclusive so- 
cial system which can be derived from the general 
social theory. The systematic study of the relations 
between the economy and non-economic sub-systems 
of society illuminates the boundaries of economics. 

A social system is defined as a system generated 
by any process of interaction among two or more 
actors. The process of interaction is subject to four 
independent functional imperatives (problems) 
which must be solved if a system is to be main- 
tained in equilibrium: 

1. Latent pattern maintenance and tension man- 
agement (stabilization of the system against internal 
and external pressures). 

2. Goal gratification 

3. Adaptation (controlling the environment for 
attaining goals). 

4- Integration (maintaining solidarity in the rela- 
tionship among units of the system). 

A sub-system corresponds to each of the impera- 
tives of a society. The economy corresponds prima- 
rily to the adaptive imperative of society. 

Economists classify variables as exogenous, endog- 
enous. and random. If the theoretical bases dis- 
cussed can permit a transfer of variables from exog- 
enous to endogenous, and/or can demonstrate that 
random factors are systematic, then a contribution 
to the development of economic theory will be 
made. 


29.4 Communication Networks in Intermediate 
Markets. F. E. Balderston, Management Sci- 

ence, January, 1958, pp. 154-171. [W.L.] 
This paper is concerned with the development of 


hypotheses regarding vertical commodity flows. 
Through a mathematical analysis of communica- 
tions networks in intermediate markets and _ insti- 
tutional stress in communication networks some 
contributions are made toward this end. 

Channels of distribution are required because of 
any of the following considerations: a) an activity 
may need to be undertaken at a different scale, b) 
changes in combinations of commodities are re- 
quired from one stage to another, c) information 
and contacts need to be mobilized to connect dis- 
parate groups. Students of marketing have analyzed 
the flow of particular commodities through distribu- 
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tion channels and the functions performed. This 
article considers the properties of communication 
networks in intermediate markets with a view to 
determining the optimal structure of such markets 
under simplifying assumptions. 


31. TRANSPORTATION 


31.1 What’s Ahead for the Railroads? Wayne W. 
Light, Distribution Age, March, 1958, pp. 41- 
43, 80-83. [W.L.] 


The basic course of the railroad troubles is not 
competition by the automotive vehicle. It is seen as 
the violation of transportation principles which re- 
late needs to services rendered. The motor vehicle 
is providing customers with the flexible transporta- 
tion desired. Railroads, rather than fighting and 
trying to restrict other methods of transportation, 
should accept and recognize the functional services 
being provided. They should strive to effect an in- 
terrelationship of all transportation forms rather 
than clinging to obsolete concepts of rights, poli- 
cies, and regulations. Railroads should be the key- 
stone of a total transportation system. 

It is advocated that the Federal transportation 
policy be revised to simplify operations at all levels, 
increase services, and reduce costs. Regulatory 
agencies should be revised and reorganized under a 
new Federal Transportation Policy. This would 
necessitate a Master Transportation Policy Plan 
based on free enterprise, guided by non-political 
considerations, and considering the total transpor- 
tation system. Under such a plan, and by adapting 
to the changes which have occurred, railroads would 
be able to regain lost markets. 


31.2 Plastic Barges—Next To Carry Chemicals? 
Chemical Week, March 29, 1958, pp. 57-58, 60. 
[J-K.M.] 


By 1960, collapsible, tubular plastic “barges” for 
transporting chemicals, oil and other materials may 
be a common sight on the world’s waterways. In- 
terest is being shown by several U. S. and foreign 
firms in the barges because they offer savings in 
transportation and investment costs. 

The German inventor, E. H. Doerpinghaus, has 
given production rights to International Container 
Bau G.m.b.H. and Deutsche Novo Tank G.m.b.H. 
Units with capacity ranging from fifty to ten thou- 
sand tons will be built from reinforced plastics. 
Polyvinyl chloride, polyethylene, polyamides, poly- 
urethane and synthetic rubber will all figure prom- 
inently. Reichhold Chemical Co. is importing sev- 
eral of the polyvinyl chloride type for testing. 

In the Doerpinghaus design, these cylindrical con- 
tainers have air chambers for balance and shock 
protection. Several containers may be towed to- 
gether by one tug boat, the number depending only 
on the boat and river conditions. 

A British group has developed a rubberized nylon 


barge which, it has been estimated, will cost one- 
seventh that of a conventional oil tanker of com- 
parable capacity. Doerpinghaus believes the cost 
will be one-twentieth to one-tenth that of tankers, 
depending on capacity. Operating costs too will be 
low, perhaps 50 per cent that of tankers, by Doer- 
pinghaus’ estimate. 

If approval by federal regulatory agencies can be 
obtained, and the ‘yarges prove able to cope with 
underwater obstructions and snags, the future for 
chemical and petroleum transportation by plastic 
barge looks optimistic. 


31.3 TM to DM—Traffic Grows with Industry. D. 
W. Spare, Distribution Age, February, 1958, 

PP- 57-63. 
The modern outlook in traffic management is the 
total distribution approach. This approach includes: 


1. Recognition of the relationship between sales 
effectiveness and total distribution expendi- 
tures in controlling cost of physical distribu- 
tion. 

2. Adequate cost analysis of the total physical 
distribution function. 


In essence the traffic manager must now become a 
distribution manager with a much more compre- 
hensive field of responsibility. 


31.4 Goal: Lower Freight Bills. Chemical Week, 
March 22, 1958, p. 65. [J-K.M.] 


Rubber and phazmaceutical manufacturers are 
organizing shipping systems designed to slash 
sharply the rising cost of less-than-car-load-lot traf- 
fic. Both groups plan to establish “shippers’ associa- 
tions” that will provide facilities for pooling L.c.l. 
shipments to take advantage of cheaper, full-car- 
load and truckload freight rates. 

Since 1946, rubber manufacturers have watched 
their freight charges spiral 170 per cent. Firms 
shipping Lc.l. are especially hard hit; they pay a 
premium charge on shipments. 

Initially, about 180 New England rubber manu- 
facturers, which ship to the West Coast, are ex- 
pected to join the group. The cargoes will be 
handled by the new Rubber Shippers Association 
agents at East Coast consolidation terminals. RSA 
agents will then operate distribution terminals on 
the West Coast. One industry observer estimates 
that the scheme shoul’ produce savings of from 50 
cents to a dollar per huodred pounds for each par- 
ticipating firm. 

Several drug firms have adopted a similar scheme 
and are now pooling more than 50,000 pounds per 
day at savings averaging more than a dollar per 
hundred pounds. 

Chemical specialties companies also are now mak- 
ing limited use of pooling, but on an informal 
basis. If the drug and rubber companies’ setup 
proves as successful in cost-cutting as expected, 
other industries will undoubtedly try it too. 
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31.5 Claims Business Is Bad Business. Harry New- 
miller, Distribution Age, April, 1958, pp. 35- 
37, 77- 

Reports on a survey of loss and damage claim 
statistics for 1956 conducted by the ATA National 
Freight Claim Council. Data are classified by type 
of commodity and causes. In 1956 the g6 companies 
surveyed paid out $8,199,189 in claims. The esti- 
mated claims paid for the total trucking industry 
for 1957 are $30,000,000. These sums represent only 
money actually paid by carriers to claimants; they 
do not include any of the processing costs which are 
borne by carriers and shippers. The survey reveals 
that the claims ratio for 1956 was up .10 as com- 
pared with 1955. General remedial measures sug- 
gested by the Council are listed. 


31.6 Lift-On-Lift-Off-on the Road to Total Trans- 
port. Distribution Age, March, 1958, pp. 32- 
33, 62-63. [W.L.] 


The concept of total transportation refers to the 
“integration of two or more modes of carriage to 
provide the shipper with a unified service.” In ad- 
dition to piggyback and other forms of containerized 
shipping, trailership service fits this definition. 
Trailership service is being increased by some lines 
and the U. S. Chamber of Commerce states that this 
service may help revive coastwise and coastal ship- 
ping. 


32. WHOLESALING 


32.1 The Distributor’s Place In Modern Chemical 
Marketing. Chemical Processing, March, 1958, 
pp. 27-28. [J.K.M.] 


A chemical manufacturer can certainly afford the 
sales expense of servicing his large customers, but 
sales and service to smaller accounts may be a dif- 
ferent matter. With sales expense about the same 
as for large accounts and technical service needs 
as high or higher, the sales economics for small ac- 
counts are changed drastically. 

The industrial chemical distributor might prove 
a more economical alternative. His principal func- 
tion is to take in large lots of merchandise, store 
them, break them down into small lots, and sell 
them to the buyer whose requirements are for 
relatively small quantities of merchandise. He owns 
his own warehouse and storage tanks, maintains 
an adequate sales force and delivers to its customers 
with his own trucks. 

Besides savings in storage and sales calls, em- 
ploying the distributor may also increase consumer 
goodwill. Particularly in smaller cities, the pur- 
chaser generally prefers to give his order to the 
salesman who pays taxes locally, than to the rep- 
resentative of the out-of-state corporation who will 


be shifted to another territory next year. In addi- 
tion, the distributor, with his knowledge of local 
conditions and the individual purchasers, is in a 
better position than is the producer to decide the 
problems of credit. 

It is estimated that total chemical sales in the 
U. S. today are roughly thirty billion dollars. Dis- 
tributors account for around 20 per cent of this 
total. With the chemical industry growing at an 
annual rate of about 7 per cent, chemical company 
management will probably recognize still further 
that the use of distributors’ facilities can help to 
sell increased volume profitably. 


32.2 Drug Wholesalers Report Rise in Profits. Drug 
Trade News, May 19, 1958, p. 2. [D.R.] 


The latest survey by the National Wholesale 
Druggists Association, covering operations of serv- 
ice wholesale drug houses throughout the country, 
shows that net profit after taxes rose from 2.21 per 
cent in 1956 to 2.26 per cent in 1957. 

Last year was only the second time since 1950 
that service drug wholesalers’ net profits reached 
2 per cent of sales. 

Selling expenses dropped last year .o 3.41 per 
cent, compared with 3.43 per cent the year before. 
But all other types of operating expenses—admin- 
istrative, occupancy, warehouse, and delivery—rose 
above the year before. 


33. UNCLASSIFIED 


33.1 Anthropology as a Comparative Science. George 
Peter Murdock, Behavioral Science, October, 
1957+ 249-254. [S-C.H.] 

This article will be of considerable interest to 
those marketing theorists interested in comparative 
marketing studies. Murdock points out the case for 
comparative studies of various cultures as the de- 
vice to avoid culture-bound generalizations. Eco- 
nomics and psychology are particularly accused of 
lacking cross-cultural insights. 

. Analysis of the contemporary United States on 
thirty cultural items revealed a fairly high degree 
of correspondence with such “European” cultures 
as the Athenian of the Periclean Age, th - Boer of 
the Transvaal, the Brazilian of Bahia about 1650, 
the Elizabethan English, the Icelanders of 1100, 
and the Spaniards of modern Andalusia. A much 
lower order of correspondence was found between 
contemporary United States and fifty cultures ran- 
domly selected from Asia, Africa, Oceania and na- 
tive North and South America. 

However, Murdock also indicates the need for 
control and rigor in such comparative studies. The 
moral would seem to be that mere collections of 
unrelated descriptions will not give us a new the- 
oretical framework. 


Legal Developments 
in Marketing 


KENNETH J. CURRAN, Editor 
Editorial Staff: AkrHur T. Dietz, Emory University 


Henry D. Ostserc, New York University 


Initials of staff members, in brackets following subject headings, identify the reviewers of the 
individual items. 


The most important recent developments in the 
legal framework within which marketing must func- 
tion are reported under the topical outline pre- 
sented belew. More detailed information about 
individual it*ms may be obtained by reference to 
the sources cited for each case. References to CCH 
are to the Commerce Clearing House Trade Regu- 
laticn Reporter. 


TOPICAL OUTLINE OF CASE 
SUBJECT MATTER 


- REGULATION OF MONOPOLISTIC 
METHODS 
A. Market Control 
B. Collusive Practices 
C. Market Exclusion Tactics 


REGULATION OF PRODUCT CHAR- 
ACTERISTICS 

A. Product Standards 

B. Product Quality 

C. Packaging and Conditions of Sale 


Ill. REGULATION OF PRICE COMPETI- 
TION 
A. Price Discrimination 
B. Resale Price Maintenance 
C. Price Control (Minimum and Maximum) 


IV. REGULATION OF CHANNELS OF DIS- 
TRIBUTION 
A. Operating Features of Marketing Insti- 
tutions 
B. Relations Between Buyers and Sellers: 
Exclusive Dealing Arrangements, etc. 


V. REGULATION OF UNFAIR COMPETI- 
TION 
A. Advertising 
B. Nonadvertising Promotional Methods 
C. Trade-Marks and Trade Names 


Vv 


.‘"PROCEDURAL AND MISCELLANEOUS 
DEVELOPMENTS 


I. REGULATION OF MONOPOLISTIC 
METHODS 


C. Market Exclusion Tactics 


1. Surgitube Products Corporation, et al. v. 
Scholl Manufacturing Co., Inc., CCH © 68,974 (D.C. 
S. N.Y., January, 1958). [K.J.c.] 


This rather simple decision illustrates two fun- 
damental principles of patent law—namely, that a 
discovery to be patentable must represent a high 
level of accomplishment and that a patent owner 
who misuses his patent jeopardizes his rights if the 
patent is infringed. 

The plaintiff in this infringement suit, the Sur- 
gitube Products Corporation, marketed a tubular 
bandage which was made of gauze and a number 
of other materials. In applying the bandage, say to 
a finger, the bandage tube was drawn over the in- 
jured part, twisted at the end to seal it, and dou- 
bled back on itself to obtain an extra thickness. 
The patent covered neither the bandage material 
nor the tubular form but only the method of appli- 
cation—that is, the twist given at the end of the 
tube and the doubling back. 

Contrary to popular belief, an “invention” is not 
patentable merely because it is new and practical— 
more than this is required. Probably the most em- 
phatic statement of this principle was made by Mr. 
Justice Douglas in 1941: in his opinion in Cuno 
Engineering Corporation v. Automatic Devices Cor- 
poration (314 U.S. 84). Conceding that the invention 
at issue was new and useful, he said: “But that does 
not necessarily make the device patentable. Under 
the statute . . . the device must not only be ‘new 
and useful,’ it must also be an ‘invention’ or ‘dis- 
covery.” . . . Since Hotchkiss v. Greenwood, . . . de- 
cided in 1851, it has been recognized that if an im- 
provement is to obtain the privileged position of a 
patent more ingenuity must be involved than the 
work of a mechanic skilled in the art. ... The 
new device, however useful it may be, must reveal 
the flash of creative genius, not merely the skill of 
the calling. If it fails, it has not established its 
right to a private grant on the public domain.” 
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Mr. Justice Douglas’ dictum that a discovery to 
be patentable must reveal “the flash of creative 
genius” raised a question concerning the status of 
discoveries made cooperatively in corporation lab- 
oratories by researchers of modest attainments. It 
was this line of thought which Thurman Arnold, 
then a United States Court of Appeals judge, ex- 
ploited in 1944 when he charged that awarding 
patents for the results of the routine experimenta- 
tion of corporation laboratories was to use the 
patent laws not to encourage genius but to reward 
capital investment. (Potts v. Coe, 140 F. [2d] 470.) 
This situation was subsequently clarified by Con- 
gress in the Patent Act of 1952 which provided that 
patentability shall turn on the degree of the tech- 
nical advance represented by the invention and not 
by the manner in which the invention is made. 
Apparently this change has had little effect upon 
the requirements of patentability beyond protect- 
ing the fruits of collective research. 

In the case here reported the judge ruled the pat- 
ent invalid because the twisting and doubling of a 
tubular bandage was too obvious to be classed as 
an invention. Such an application he thought would 
be apparent to anybody “whether a nurse, novice 
or Boy Scout... .” 

Although it is obviously impossible to infringe 
an invalid patent, the judge rejected the plaintiff's 
claim to damages on the further ground that the 
patent, assuming it valid, had been misused. Know- 
ing that the patent covered only the application of 
the bandages, the plaintiff had marked the boxes 
in which the bandages were sold with the patent 
number, thereby creating the impression that they 
themselves were patented. Believing that this false 
impression had been fostered deliberately, the judge 
found that the patent had been abused by attempt- 
ing to extend its protection to unpatented materials, 
thereby barring recovery of damages for infringe- 
ment. 


2. Northern Pacific Railway Company, et al. v. 
United States, 78 S. Ct. 514 (March, 1958). [K.J.c.] 


In a five to three decision, the Supreme Court 
of the United States upheld the summary judgment 
of a United States district court which struck down 
the preferential routing clauses which the Northern 
Pacific Railway had included in contracts by which 
it sold or leased land. In so doing, the Supreme 
Court directed the spotlight on the different legal 
positions under the various antitrust laws held by 
the relatively simple and obvious business device 
known as tying practices. 

The preferential routing clauses in dispute in 
this case were employed by Northern Pacific in dis- 
posing of the 40 million acres of public land which 
had been presented as a gift to its predecessor by 
the United States government some ninety years 
ago. These clauses committed buyers and lessees of 
this land to ship over the Northern Pacific route 
commodities produced or manufactured on the 


lands unless competing carriers offered lower rates. 
Thus these clauses were typical tying arrangements 
by which a seller “ties” the purchase of something 
in which he considers himself to be in a weaker 
competitive position (transportation services) to the 
sale of something in which he considers himself to 
be in a stronger competitive position (land). 

The majority of the Court upheld the summary 
judgment on the ground that tying arrangements 
were among four business practices that were ille- 
gal per se, the other three being price fixing, mar- 
ket sharing, and group boycotting. However, by the 
expression “illegal per se” the Court did not quite 
mean that the tying practices were illegal by their 
very nature regardless of circumstances. Although 
no elaborate investigation was required into the 
harm that they wrought or the excuse for their use, 
to be found illegal they had to affect a substantial 
amount of trade and the seller had to possess con- 
siderable economic power with respect to the tying 
product. It was concerning this matter of economic 
power over the tying product that the Court split, 
the majority seeming to take the existence of such 
power for granted, as well it might. 

In attacking tying practices, the Government has 
a choice among laws by which to proceed. It may 
attack them as violations of the Sherman Act, as 
was done in the case here reported; it may proceed 
under section 3 of the Clayton Act, which is ex- 
plicitly directed at tying arrangements; or the Fed- 
eral Trade Commission may attempt to eliminate 
them as unfair methods of competition contrary to 
section 5 of the Federal Trade Commission Act. 

Apparently the tests of legality applied by the 
various laws under which action may be initiated 
differ, although until recently the courts have not 
been clear on this matter. For example, in the lead- 
ing case International Salt Co. v. United States (332 
U.S. 392 [1947]), which was brought under both the 
Sherman Act and the Clayton Act, the Supreme 
Court, in taking an uncompromising position 
against the practice, did not seem to distinguish 
between the laws. In a paragraph referring to both 
acts, it found tying arrangements illegal per se as 
long as a substantial amount of trade was involved. 
In the most recent key decision concerning the prac- 
tice, on the other hand, the Supreme Court set 
forth minutely the different tests employed by the 
laws. In Times-Picayune Publishing Co. v. United 
States (345 U.S. 594 [1953], see THE JOURNAL OF 
MARKETING, Oct., 1953) it was explicit that the tests 
of legality differed and that the stricter standard 
was that of the Clayton Act. To find a tying ar- 
rangement illegal under that Act, the Government 
need only show one thing and it even has a choice 
what that may be. It has won its case if it can prove 
either that the seller enjoys a “monopolistic position 
in the market for the ‘tying’ product” or that the 
sales of the tied product are substantial in amount. 
To win its case under the Sherman Act, on the 
other hand, the Government has the double burden 
of proving both of the above to be true—monopo- 
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listic position and substantiality. It was because the 
dissenting justices (Harlan, Frankfurter and Whit- 
taker) thought that the majority had disregarded 
this Times-Picayune rule that they differed with 
their colleagues and wanted to send the suit back 
to the district court to take evidence on the neg- 
lected matter of the monopolistic position of 
Northern Pacific in the market for its lands. 

The position of the Supreme Court in Times- 
Picayune and of the dissenting justices in the case 
here reported is both vague and unrealistic—vague 
because what is meant by a monopolistic position 
in a market is vague both economically and legally 
and unrealistic because no sane businessman will 
knowingly seek to foster the sale of a product by 
tying its purchase to the sale of another in which 
he is in a weak competitive position. Who could 
be a better judge of a sheltered competitive posi- 
tion than the businessman concerned, and the 
proper answer to the claim that his tying practice 
has not restrained trade would seem to be the an- 
swer that the majority of the Court gave to North- 
ern Pacific when it employed this argument in the 
case with which we are concerned—if the practice 
does you no good, why do you use it? 


Il. REGULATION OF PRODUCT 
CHARACTERISTICS 


A. Product Standards 


Mandel Bros. v. Federal Trade Commission, 
CCH € 68,993 (CA-7, April, 1958). [H.D.0.] 


The Fur Products Labeling Act prohibits “false 
invoicing.” The Act states that failure to designate 
furs which have been artificially colored or which 
contain waste and other substandard pieces, and 
that failure to specify the name of the animal pro- 
ducing the fur and its country of origin constitute 
“false invoicing.” The question arose recently 
whether a sales slip, given to a retail customer, was 
an “invoice” within the meaning of the Fur Prod- 
ucts Labeling Act. The court said “no,” explaining 
that an invoice “must be something issued in con- 
nection with a commercial dealing to a purchaser 
or any other person who is engaged in dealing 
commercially. Under no circumstances is a sales 
slip given to a customer by a retailer . . . issued in 
connection with a commercial dealing.” This 
strange conclusion, that invoices are rendered only 
in wholesale transactions, seems to have been based 
on a misinterpretation cf language found in the 
Fur Products Labeling Act itself. 


Ilf. REGULATION OF PRICE COMPETITION 
B. Resale Price Maintenance 
1. Quality Oil Co., Inc. v. E. 1. duPont de Ne- 


mours and Co., CCH € 68,970 (Kansas Supreme Ct.,° 


March, 1958). 


General Electric Co. v. A. Dandy Appliance 
Co., CCH © 69,027 (West Virginia Supreme Ct. of 
Appeals, April, 1958). 

General Electric Co. v. Telco Supply, Inc., 
CCH € 69,028 (Arizona Supreme Ct., May, 1958). 


Everybody’s Drug Co. v. David J. Duck- 
worth, CCH € 68,029 (Arizona Supreme Ct., May, 
1958). [A-T.D.] 

Two more states here join the ranks of those 
without effective fair trade laws, and the highest 
court of a third considers its state law for the first 
time and upholds it. 

The Kansas Supreme Court holds that the Kan- 
sas fair trade law delegates power to fix minimum 
resale prices with respect to all who acquire a fair 
traded product even where there is no direct con- 
tractual relationship. The nonsigner provision 
thereby constitutes an unlawful delegation of legis- 
lative power to private persons in violation of the 
state constitution. The court thus reverses a lower 
court decision upholding the Kansas law (see this 
section, July, 1957). 

The highest West Virginia Court considers two 
companion cases and finds the state fair trade law 
unconstitutional so far as its nonsigner provision is 
concerned on the more usual basis that it represents 
an improper exercise of the police power and vio- 
lates the due process clause of the state constitu- 
tion. Having decided on these grounds the court 
goes on to consider the title of the act and finds it 
insufficient in that the purpose of including non- 
signers is not expressed. 

The Arizona Superior Court summarily declared 
the Arizona fair trade act unconstitutional (see this 
section, April 1957). In view of the tendency to up- 
hold lower court decisions in this area, it seemed 
at the time as though Arizona would be placed 
among the growing group of states in which fair 
trade is inoperative. Now the Arizona Supreme 
Court reverses. It reasons that the question of the 
compliance of fair trade with the due process and 
equal protection of the law provisions of the fed- 
eral constitution has been settled. Since the Arizona 
constitution contains the same guarantees as the 
federal in these respects, resale price maintenance 
does not violate its provisions either. 

The courts in the three states all note the pre- 
ceding decisions relative to the constitutionality of 
resale price maintenance in the various jurisdictions. 
However, an interesting illustration of how statisti- 
cal interpretations may be altered to suit the 
conclusion desired is presented in the varying de- 
scriptions of the legal history. The Kansas Court 
notes that the trend of decisions is to strike down 
the nonsigner clause, and the West Virginia Court 
notes that while most earlier decisions upheld fair 
trade, now the decisions are rather equally divided. 
However, the Arizona Court merely notes the equal 
divisions, without mention of the recent trend. 
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2. 1958 Virginia Fair Trade Act (Virginia Acts 
of Assembly, 1958, Chapter 259). [A.T.D.] 


A logical expectation as the nonsigner clause suf- 
fers blow after blow at the hands of the judiciary is 
that fair traders will attempt to rebuild via the 
legislative and executive branches. The successful 
fruition of one such attempt is to be found in Vir- 
ginia. The original fair trade law of the state was 
held inoperative by the highest state court in 1956. 
It was unenforceable since it was impliedly repealed 
by the conflicting Virginia antimonopoly act (see 
this section, October, 1956). Here a new act is 
passed, effective June 27, 1958. 

The fact that the unenforceability of the earlier 
law was determined on the basis of conflicting leg- 
islation made it unnecessary to consider the consti- 
tutionality of the law. Thus rebuilding is feasible 
here because there are no known constitutional pro- 
hibitions which must be met, though it still re- 
mains for the judiciary to consider the constitu- 
tionality of the new legislation. In most states 
effective new legislation seems remote. The main 
battle now wages in Congress as the proponents of 
fair trade fight for the reinstatement of the non- 
signer clause. 


3. E. I. duPont de Nemours and Co. v. Kauf- 
man & Chernick, Inc., CCH 4 68,971 (Massachusetts 
Supreme Judicial Ct., March, 1958). [A.T.D.] 


The legality of gifts of fair traded items with the 
sale of non-fair traded items is at issue here. De- 
fendant provided a fair traded DuPont antifreeze at 
no charge with the purchase of a non-fair traded 
automobile tire. It argues that the only subject of 
its advertisement and sale was the tire. The anti- 
freeze was truly a gift since no charge was made. 

The argument is not accepted by the court. The 
essence of a gift is a transfer without consideration. 
Here is no gift but a combined sale of two products 
for a single price. The method of recording the sales 
price of the component parts in advertising litera- 
ture or accounting records cannot change the fact 
that a consideration is present in the form of the 
required purchase. A mere subterfuge is involved, 
and the fair trade law is violated. 


4. Colgate-Palmolive Co. v. Elm Farm Foods 
Co., CCH 4 68,972 (Massachusetts Supreme Judicial 
Ct., March, 1958). [A.1.D.] 


This is one of six companion cases concerned with 
the issuance of trading stamps and cash register 
tapes by supermarket chains. The retail redemption 
value of the stamps and tape varied between 214 
and 4 per cent of the purchases made, and stamps 
or tape were issued in connection with all items 
purchased. Fair traded items represent a small seg- 
ment of total sales, and they were not distinguished 
for stamp purposes. The stores are thus charged 
with selling below the fair trade price. 

Most courts have considered trading stamps a 


form of cash discount, and the court below held 
this position. It further held that stamps and tapes 
are a form of institutional or store promotion 
rather than product promotion. They have no eco- 
nomic effect on the individual product brand sold 
or its good will. Here the highest Massachusetts 
state court considers trading stamps for the first 
time. It has no patience with the cash discount 
thesis. In reality stamps constitute a price cut. The 
court admits that its ruling prevents the cash seller 
from giving benefits similar in value to those a 
credit merchant can give. But the same truth ap- 
plies to almost all applications of the fair trade 
principle. 

The result of this decision is that stores affected 
will either have to mark up the prices of fair traded 
items by the value of the stamps given, separate fair 
traded products from others in determining stamp- 
qualifying purchases, or discontinue either the sale 
of fair traded items or the giving of stamps. None 
of these alternatives is likely to prove attractive. 


5- Olin Mathieson Chemical Corp. v. L. & H. 
Stores, Inc., CCH 4 68,981 (Pennsylvania Supreme 
Ct., March, 1958). 


Gillette Co. v. Seventeen Merchandise Corp., 
CCH 68,990 (New York Supreme Ct., March, 1958). 


Gillette Co. v. 170 Nassau Corp., CCH 


€ 68,991 (New York Supreme Ct., March, 1958). 


Marsh v. White of Massapequa, Inc., CCH 
€ 68,992 (New York Supreme Ct., March, 1958). 
[A-T.D.] 


These cases are all concerned with various de- 
fenses proposed by those charged with violating 
fair trade laws. 

L. & H. Stores raises the interesting question of 
whether a nonsigner violates the law by cutting 
prices on fair traded merchandise if it is not com- 
peting with a signer in its market area. A dissenting 
judge holds that the purpose of the act is to prevent 
unfair competition; here there can be no unfair 
competition since there is no competition at all. 
However, the majority holds that the competitive 
defense is not valid, for the purpose of the act is 
the protection of the manufacturer’s good will. 

Seventeen Merchandise Corp. and 170 Nassau 
Corp. both claim lack of notice as a defense. The 
defendant in the former proceedings acquired the 
business early this year. The merchandise on which 
prices were cut was acquired before notice from the 
fair trader and without knowledge that the products 
involved were fair traded. The court accepts this 
defense, but the no-notice defense put forward by 
170 Nassau is not successful. Notice was given some 
months previously. Mere assertion that the articles 
involved were acquired before that date is insuffi- 
cient. 

Marsh is a retail druggist suing a price cutting 
competitor. The defendant argues to no avail that 
other competitors are also cutting prices, and the 
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distributor is indifferent to enforcement. This de- 
fense would be weighty if the distributor were 
bringing the action. It is of no moment here. 


6. Sunbeam Corp. v. Golden Rule Appliance 
Co., Inc., CCH © 68,946 (CA 2, January, 1958). 


Parker Pen Co. v. Eli Stren and Mortimer 
S. Kornfeld, CCH 68,952 (D. C. S. N. Y., February, 
1958). [A.T.D.] 

These cases raise questions about the enforce- 
ment of fair trade injunctions. Both are civil con- 
tempt proceedings in connection with violations of 
consent decrees under the New York Act. 

Golden Rule is a discount house enjoined from 
selling Sunbeam products below list price. It vio- 
lated the decree, and a lower court prescribed cer- 
tain fines which are at issue here. Defendant was 
ordered to pay $1,000 to Sunbeam as a fine. This 
provision is reversed. Only compensatory relief 
based on injury to goodwill may be ordered in a 
civil contempt suit. As in trade-mark and patent 
cases defendant's profits resulting from its illegal 
action may be recovered as damages. However, in 
this instance Golden Rule destroyed all relevant 
documents, making it impossible to make the 
requisite proof. One judge deplores “this lamentable 
result” which could have been avoided were the 
proceedings criminal. 

In addition Golden Rule was ordered to pay 
$2,500 to Sunbeam for every future sale of a Sun- 
beam product in violation of the decree. This con- 
tingent provision is upheld since its purpose is to 
secure compliance in the future, and no question 
of measurement of damages is involved. 

In the course of the proceedings Golden Rule 
claimed that the sales in question were part of a 
closeout. The court does not accept this fact, but if 
it were true it would be no defense in a contempt 
proceeding. Rather defendant should request decree 
modification to allow this exception. This ruling is 
followed in the action brought by Parker Pen, and 
a number of other defenses are also dismissed as 
having to do with the propriety of the original 
injunction and not of value in a contempt proceed- 
ing. 


IV. REGULATION OF CHANNELS OF 
DISTRIBUTION 


A. Operating Features of Marketing Institutions 
The Denver Union Stock Yard Company v. 
Producers Livestock Marketing Association, 78 S. Ct. 
738 (April, 1958). [K.J.c.] 
Rules of a public stockyard requiring that regis- 
tered market agencies—i.e., organizations buying and 


selling livestock on the stockyard on a commission 
basis—refrain within the stockyard’s natural area 
from diverting livestock or soliciting business for 
other markets run counter to the Packers and Stock- 
yards Act of 1921, at least insofar as market agencies 
registered at several stockyards are concerned. The 
1g21 Act requires market agencies to furnish upon 
request services at all the stockyards at which they 
are registered. For example, a market agency regis- 
tered with both the Denver and Kansas City stock- 
yards is obliged to perform brokerage services in 
Kansas City upon the request of a cattleman even 
though the cattleman is located in the Denver area. 
This legal duty obviously cannot be discharged if 
the Denver stockyard enforces such a restrictive 
rule, as it did in the case here reported. 

Such was the decision of a divided Supreme Court. 
The majority found the non-diversion rule of the 
Denver Union Stock Yard Company illegal on its 
face. A minority of three—Justices Whittaker, 
Frankfurter and Harlan—thought that the reason- 
ableness of the rule should be determined by the 
Secretary of Agriculture upon evidence as provided 
for in the Packers and Stockyards Act. They warned 
of the danger of a judicial invasion of the adminis- 
trator’s domain. 


V. REGULATION OF UNFAIR COMPETITION 
A. Advertising 


Mandel Bros. v. Federal Trade Commission, 
CCH 68,993 (CA-7, April, 1958). [H.0.0.] 


The courts and the Federal Trade Commission 
have traditionally permitted sellers to “puff their 
wares.” The courts and the Commission have felt 
that a certain amount of exaggeration by a person 
trying to sell goocs or services must be expected. In 
recent years, the area of permissible “puffing” has 
been progressively restricted. It was further cur- 
tailed recently in Mandel Bros. v. FTC. In that 
case, the Federal Trade Commission indicated that 
a firm advertising a product as being sold at less 
than its “usual price” must bear the burden of 
showing that the goods in question were actually 
sold at this ‘higher price at some time in the past, 
either by the firm itself or by its competitors. The 
Mandel case seems to indicate that the Commission 
will not tolerate a seller who makes vague state- 
ments that he is selling below “regular” or 
“usual” prices, unless the seller can substantiate his 
claims. Little, indeed, seems to be left of the old 
theory of caveat emptor. 
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THE ADVERTISING INDUSTRY, by Albert 
W. Frey and Kenneth F. Davis. (New York: 
Association of National Advertisers, Inc., 
1958. Pp. iv, 424. $50.00.) 

When the U. S. Department of Justice issued 
its consent decree two years ago after the hear- 
ings which covered advertiser-agency-media re- 
lationships, the Association of National Adver- 
tisers authorized a study to examine (a) the 
services rendered by agencies to advertisers and 
to media, (b) the working relationships among 
the three groups, and (c) the existing arrange- 
ments for compensating agencies. The study 
was assigned to Professors Albert W. Frey and 
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Kenneth R. Davis of the Amos Tuck School of 
Business Administration at Dartmouth College 
with instructions to investigate practices within 
the industry and to look into attitudes toward 
these practices as revealed by advertisers, agen- 
cies, and media. 

The organization of the report prepared by 
Professors Frey and Davis is as follows: 

A foreword, written by Paul B. West, Presi- 
dent, Association of National Advertisers, gives 
an historical survey of the major factors that 
have affected the use of advertising in the mar- 
keting of goods and services. 

Section I gives the origin and scope of the 
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report; Section II outlines the research proce- 
dures and approaches. 

In Section III an interesting analysis of the 
relationships between agencies and advertisers 
is found. It reveals for the agency side of the 
advertising industry the number, size, location, 
revenue, age, services, degree of integration, 
ownership, cost, number of clients, turnover of 
clients, and share of business from the largest 
client. The analysis of advertisers shows the 
number, size, location, number of agencies used, 
agency turnover, size of advertiser expenditure, 
size of agency used, distribution of advertising 
expenditures by type of media, and size of ad- 
vertising department. Much of the information, 
collected from a number of sources, supplies 
new data which is certainly useful to the mar- 
keting and advertising practitioner as well as 
to the serious student. 

The services performed for clients by adver- 
tising agencies and an evaluation of these serv- 
ices are covered thoroughly in Section IV. This 
serves as a background for Section V_ which 
deals with the advertiser-agency working rela- 
tionships and the compensation methods that 
may be employed (Section VI). 

Section VII summarizes the findings and sets 
forth the conclusions which appear to the au- 
thors to be warranted from the data which they 
have analyzed. 

The authors have done an excellent job of 
presenting a balanced point-of-view with re- 
spect to this complex and emotionally-oriented 
problem. They have gone behind the scenes in 
a systematic manner to gather their evidence 
and have given an objective treatment to a sub- 
ject that has been fraught with numerous sub- 
jective overtones. Profs. Frey and Davis have 
carefully sifted their findings in a way that pro- 
vides a healthy respect for their conclusions. 

Of major importance in getting the data were 
mail questionnaires, but 150 personal inter- 
views were undertaken among agency, adver- 
tiser, and media executives. In general, the per- 
sonal interviews were of a supplementary 
nature, and apparently no effort was made to 
use personal interviews to ascertain the nature 
of non-response bias that might be present in 
any part of the mail survey. While the authors 
recognize the question of non-response bias in 
their study, they did not analyze the non-re- 
sponse segment of their samples. 

Briefly, the most interesting conclusion drawn 
from the study is related to agency compensa- 
tion methods. “Under existing industry condi- 
tions, no universally acceptable uniform agency 


compensation plan is possible. On each client 
and agency rests the responsibility of working 
out the arrangement best suited to the particu- 
lar situation. . . . There seems to be no sound 
reason why agency compensation should be 
taboo as a matter of individual negotiation in 
each client-agency relationship. . . . Each situ- 
ation has its own subtle, complex, and distinc- 
tive needs that make an indiscriminate and 
standardized approach to compensation inade- 
quate.” In arriving at this appraisal of the situa- 
tion, there is no doubt that the economic en- 
vironment in which rebating takes place has 
been opened up for frank consideration. 

“Rebating of media commissions is far from 
being an unknown practice now, and media 
seem to have little or no active interest in inter- 
fering with it.” From this statement one gets 
the impression that agency-media-advertiser re- 
lationships have strong economic determinants 
that would justify rebating without ever en- 
gaging in a study of the type undertaken by the 
ANA in this instance. “The important thing is 
that the agency receive what it considers ade- 
quate compensation for its services to each 
client and that each client pay what he con- 
siders a fair price for the services rendered by 
the agency. Uniformity of method is not neces- 
scrily important.” 

Serious students of marketing and advertis- 
ing will undoubtedly feel that this study verifies 
what they have suspected for some time, namely, 
that a free economy engages in business rela- 
tionships which are inevitably oriented toward 
survival. In this study the factors and relation- 
ships that are influential in business survival, 
as found in the advertising industry, are han- 
died in a straightforward manner and thus 
serve to give the reader confidence in the 
findings. 

On the whole, the authors are to be con- 
gratulated on a very thorough job of analyzing 
and presenting their findings. Students, practi- 
tioners, and marketing personnel who are con- 
cerned with advertising management problems 
will find this to be a gold mine of information. 

HUGH G. WALES 
University of Illinois 


MOTIVATION RESEARCH AND MARKET- 
ING MANAGEMENT, by Joseph W. New- 
man. (Boston, Mass.: Harvard Business 
School, 1957. Pp. 525. $7.50.) 

MOTIVATION IN ADVERTISING, by Pierre 
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Martineau. (New York: McGraw-Hill Book 
Company, 1957. Pp. 201. $5.50.) 

If a busy executive could find time to read 
only two books in the field of motivation, it 
might be a good idea for him to read these two 
books. Probably he should read Martineau’s 
book first. This book delivers the message. It 
makes a strong presentation of the viewpoints 
of those people who believe in the power of 
emotional appeals, the use of symbols, and the 
concept of the personalities of products and in- 
stitutions. The message is delivered with out- 
standing skill. The style of writing is very good, 
and points are illustrated with concrete exam- 
ples. 

No practical purpose would be accomplished 
by attempting to analyze each chapter. ‘The 
contribution lies in the over-all picture pre- 
sented. 

People who overestimate the concepts of the 
logical man or the economic man and the power 
of specific mechanical product claims may feel 
that the philosophy presented in this book may 
be somewhat far-fetched. However, these are the 
people who should read this book. They may 
not agree, but they should be made aware of 
this viewpoint. 

From a technical standpoint, this book con- 
tributes little or nothing. Evidently, it was not 
intended to contribute anything to the method- 
ology of motivation research. 

Newman's book is based on a different ap- 
proach. It represents a thorough and systematic 
treatment of the subject including personal in- 
terviews and selected case examples. Obviously, 
considerable time and effort were involved. 

A specific verbal definition of motivation re- 
search is avoided. Any such definition would be 
oversimplified. It is pointed out that motivation 
research involves applying the concepts of the 
behavioral sciences. Also, the cases define moti- 
vation research in operational terms. Perhaps 
this is as far as anyone should go. However, one 
might wonder whether the uninitiated business 
executive will be able to follow this type of 
definition. 

The four chapters of Part I present the back- 
ground. Early in the first chapter the responsi- 
bilities of the marketing executives are listed. In 
effect, this list defines the areas within which 
motivation research might contribute to mar- 
keting management. This is a good way to start, 
especially for business executives who want to 
know how this approach might help them. The 
first chapter also explains the sources of infor- 


mation, even including the names of the specific 
companies contacted. 

The remaining three chapters of Part I com- 
plete the background. This background is im- 
portant as a springboard. Without it, the aver- 
age business executive might not understand 
the remainder of the book. These three chap- 
ters include the historical aspects, economic 
theory, and the concepts used in motivation 
research. 

Part II presents selected case examples. The 
book is built on these cases, in the Harvard tra- 
dition. Regardless of what one thinks of the 
use of cases in general, anyone should agree that 
in this specific field this approach has several 
advantages. General statements can become 
fuzzy, and the case approach pins down the 
problems and the methods of solution. 

In terms of covering the problems, tech- 
niques, and interpretation, the selection of 
cases is very good. The analysis of each case is 
on a high level. Many people will think that 
this is the most valuable part of this book. 

Part III includes five chapters that attempt 
to relate motivation research to marketing man- 
agement. These chapters demonstrate that the 
interviews uncovered some of the most practical 
problems involved. For example, motivation re- 
search organizations often by-pass the marketing 
research department and sell their proposals to 
top management. Some of the objections to 
motivation research also are included. 

Critics of the general philosophy underlying 
both of these books may have serious objections 
Martineau, more or less, ignores objections to 
the techniques of motivation research. Newman 
admits some of the objections, but apparently 
tries to explain why some people object, rather 
than prove why they are wrong. 

The reactions of readers who think that there 
are extreme limitations should be interesting. 
Some of them may feel that neither book has 
faced these objections squarely. 

Both books are directed to business execu- 
tives. Both books are written on a level that any 
business executive should be able to under- 
stand. However, both books have possible class- 
room applications. Few instructors would use 
either book as a basic textbook, but they surely 
would be valuable as outside reading. 

Some day we shall learn that motivation re- 
search has an important, but restricted, place in 
the field of marketing research. Meanwhile, we 
shall have to accept the situation in which 
there often is a tendency to be either in favor 
of or against it. This has been the history of 
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many developments, including certain statistical 
techniques. 

Eventually, however, motivation research will 
find its proper place in the total marketing re- 
search picture, in spite of the differences of 
opinion between the research organizations that 
make their income from motivation research 
and the other research organizations that make 
their income from more objective research 
methods. 

ALFRED C. WELCH 
University of New Mexico 


SALES MANAGEMENT: DECISIONS, POLI- 
CIES, AND CASES, by Richard R. Still 
and Edward W. Cundiff. (Englewood Cliffs, 
New Jersey: Prentice-Hall, Inc., 1958. Pp. 
722. $7.50.) 

During the past twenty years or so, the field 
of sales management has gradually broadened 
to include virtually all management aspects of 
marketing and not merely the management of 
the personal selling function. Professors Still 
and Cundiff have followed this general pattern 
of coverage. They define sales management as 
“the performance of marketing functions wher- 
ever they are found in the organization” (p. 7) 
and use the terms “sales management” and 
“marketing management” interchangeably. 

This book, however, has several unusual fea- 
tures. The most important is the combination 
of text and case materials in a single volume. 
Although other writers also have done this, 
Still and Cundiff have succeeded in achieving a 
balanced presentation. Of the 700 pages in the 
book, approximately 450 are used to cover the 
text material and some 250 are devoted to the 
presentation of 60 cases. This feature should 
appeal to a great many teachers who desire to 
use both approaches in a single course. Those 
who desire to concentrate on one approach or 
the other may find the material inadequate for 
the purpose. This is no reflection on the au- 
thors. Obviously it is not possible to give com- 
plete text coverage and complete case coverage 
within the limits of a single volume. 

The book is divided into four major parts. 
Part I is introductory in nature and consists of 
four chapters. Most of the material in the book 
pertaining to marketing and sales organization 
is in this introductory section. Also included 
are chapters on salesmanship and sales depart- 
ment relations, including the topic of public 
relations. The inclusion of material on sales- 
manship and public relations in a sales man- 


agement text is somewhat unorthodox but 
would appear to have considerable merit, espe- 
cially for those schools which do not offer spe- 
cialized courses in these subjects. 

On the other hand, inclusion of material on 
salesmanship and public relations appears to 
have resulted in reduced coverage for the topic 
of sales organization, a subject that is treated 
too briefly and in a rather routine manner. For 
example, there is little discussion of the prob- 
lem of centralization vs. decentralization of 
general authority in the organization structure, 
a topic of wide current interest to many busi- 
ness firms who are trying to arrive at satisfac- 
tory solutions to the problem. Neither is there 
an adequate treatment of the relationships be- 
tween the various departments of the marketing 
organization: where they may be located and 
why, what lines of authority may be used, and 
what are the likely sources of friction. More- 
over, these inadequacies in text coverage are 
not corrected, as they might have been. by pre- 
senting complementary case material. The cases 
on organization are few in number and treat 
only limited segments of the organization prob- 
lem. 

Finally, this reviewer would like to have seen 
in the introductory section some discussion of 
the term “policies,” especially since it appears 
in the title of the book. Students should under- 
stand, in a course mainly concerned with poli- 
cies, the distinctions between policies, proce- 
dures, and plans. 

Part II consists of six chapters on sales force 
management. These are very well presented 
both as to organization and content of the ma- 
terial. The text and case discussions on the 
training of salesmen are particularly good. The 
one deficiency of this section is the lack of case 
materials on control of the sales force. This is 
often a difficult topic for students to under- 
stand, and the text chapter, although unusually 
well organized and quite adequate, should be 
supplemented with cases. 

Part III is concerned with the fact-finding 
and merchandising aspects of marketing man- 
agement, including marketing research, product 
and brand policies, pricing, and distribution 
channels. A wide variety of topics are discussed 
briefly but, on the whole, quite adequately. One 
of the six chapters in this section is devoted to 
the topic of co-operation with distributive out- 
lets, a particularly worth-while addition to the 
normal coverage of sales management textbooks 
in view of recent controversy on the subject. 

In Part IV, those aspects of marketing man- 
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agement are discussed that have to do with 
planning, co-ordination, and control. There are 
five chapters in the section, one each on sales 
forecasting, the sales budget and distribution 
costs, territories, quotas, and control and co- 
ordination. The material on sales forecasting is 
well done. The cases are definitely superior in 
quality to those usually available. The discus- 
sion of quotas probably over-simplifies the prob- 
lem of quota establishment, since it is indicated 
that quotas are merely breakdowns of the total 
sales forecast. Considering the many purposes 
for which quotas are used, it is doubtful that 
they always bear such a direct relationship to 
the forecast. In fact, the cases used seem to il- 
lustrate the point that quotas are not always re- 
lated closely to the forecast. 

In addition, the relationship of forecasts and 
quotas to sales potentials is not treated to any 
significant degree, although the latter term is 
defined more realistically than is usually the 
case. (On p. 605 in the chapter on quotas; un- 
fortunately, there is no reference to this defini- 
tion in the index, which otherwise appears to 
have been carefully prepared.) Finally, at least 
two comprehensive cases on distribution cost 
analysis would have been a welcome supplement 
to the well-illustrated text material on this 
subject. 

Professors Still and Cundiff have made a 
worth-while contribution to the literature of 
sales management. Such comments as have been 
made in this review with respect to limitations 
in coverage must be viewed in perspective and 
with the understanding that the authors, in at- 
tempting a balanced text and case approach, 
have set for themselves a most difficult task. It 
is never easy to find cases of the exact type de- 
sired to illustrate a situation. When we add to 
this the difficulty of space limitations, we must 
conclude that a very good job indeed has been 
done with this book. 

R. D. TOUSLEY 
State College of Washington 


MARKETING IN TRANSITION, edited by 
Alfred L. Seelye. (New York: Harper and 
Brothers, 1958. Pp. x, 337. $4.50.) 

As.a book of readings in contemporary mar- 
keting, Marketing in Transition benefits from 
the fact that editorial selection was made on an 
“ex post” rather than an “ex ante” basis. Hav- 
ing selected his objective, Dean Seelye has 
brought together an outstanding selection of 
thirty-two articles and essays from over fifteen 


different publications. The objective, as the 
title indicates, was to illuminate and bring into 
clearer focus the profound changes in market- 
ing which have characterized the post-war years 
—changes which, for the most part, are still 
very much with us today, and will be tomorrow. 

This book is stimulating and valuable from a 
number of standpoints. First, the articles are 
timely. Most of them were published after 1954. 
Second, the articles were drawn from an ex- 
tremely representative list of publications, in- 
cluding THE JOURNAL OF MARKETING, Journal of 
Retailing, Journal of Business, Harvard Busi- 
ness Review, Duns Review, Nation’s Business, 
Wall Street Journal, Sales Management, Busi- 
ness Horizons, and others. Some of the articles 
are very near to being classic, and all provide 
an insight into current marketing institutions 
and functions. The list of contributors repre- 
sents a small “Who's Who” in marketing: Al- 
derson, Alexander, Beckman, Bain, Converse, 
Cox, Edwards, Grether, Haring, Huegy, Jesness, 
Sandage, and many others. Although some read- 
ers may regret the fact that there is so little edi- 
torial comment used in introducing each sub- 
ject, it is in a way refreshing to be relieved of 
the tedious reshuffling of ideas evidenced by 
some conscience-stricken editors. Moreover, the 
articles in this book of readings hardly need 
interpretation. 

In spite of their overdue appearance, post- 
war changes in the teaching of marketing, in- 
cluding the materials available to the average 
professor and student, have come along faster 
than they can easily be assimilated. This phe- 
nomenon, common to other disciplines within 
and beyond the field of business administration, 
includes such things as the substantial revision 
of well-known texts, making them in several 
cases more useful and valuable than ever be- 
fore, together with the appearance of many new 
texts and authors whose contributions are re- 
freshing in approach and content. 

In the areas of business administration, two 
additional developments have characterized the 
recent years: a growing supply of case materials 
and casebooks, and “readings” of contemporary 
reference materials in book form. The rapid ac- 
ceptance of what is called the “case method” has 
perhaps occurred with too little critical thought; 
it remains to be seen whether the growing ac- 
ceptance of “readings” will be built upon a 
foundation which will be more firm and lasting 
and meaningful to the collegiate student. Dean 
Alfred L. Seelye’s new book of readings, Mar- 
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keting in Transition, is calculated to serve just 
such a worth-while purpose. 

Very few, if any, academicians deny the im- 
portance of reference materials as an important 
contribution to the total understanding of the 
context and content of a subject field—but many 
have failed to take a recent look at the over- 
crowded libraries and conditions under which 
reference assignments are supposedly studied. 
The lack of uniform availability of materials at 
some schools, plus the influx of ever larger night 
and extension enrollments at others make a 
myth of the leisure study habits of a bygone day. 
When this realistic matter is considered together 
with the wide scope and editorial competence 
of readings such as Marketing in Transition, 
their value in many institutions becomes greater 
still. 

RODNEY LUTHER 
Los Angeles State College 


SOME APPLICATIONS OF BEHAVIOURAL 
RESEARCH, edited by Rensis Likert and 
Samuel P. Hayes, Jr. (Paris: UNESCO, 
1957- Pp. 333. UNESCO Publications Cen- 
ter, 801 Third Avenue, New York City. 
$3.25 paperbound.) 


Here is a book put together by professionals 
—for professionals! While certain sections deal 
specifically with material applicable to mar- 
keting, this book makes excellent reading in its 
entirety. Basically it deals with the application 
of behavioral research to operational problems 
of organizations. 

However, it also is an excellent description of 
some of the work being accomplished by the 
Foundation for Research on Human Behavior. 
One of the major activities of the Foundation 
involves the holding of meetings at which social! 
scientists and representatives of business discuss 
the findings of behavioral research. On the 
basis of these discussions, recommendations for 
future research are presented. 

It is with reports of such meetings that this 
little volume concerns itself—and if the material 
contained herein is any standard for future re- 
ports, we can look forward to exciting and pro- 
vocative reading. 

Actually, while there are eight chapters, there 
are four chapters which have direct bearing on 
marketing. 

The chapter, “Behavioral Research: A Guide 
for Effective Action,” discusses the applicability 
of behavioral research; indicates ways in which 


results may be used adequately; and lastly, dis- 
cusses problems in research design. 

The last section of this chapter is particularly 
valuable and should bear close reading not 
only by those engaged in research, but particu- 
larly by those who intend to use research. 

The importance of team participation in crys- 
tallizing the basic problem and isolating impor- 
tant variables is stressed. Often symptoms are 
investigated rather than fundamental problems, 
and the matter of collaborative planning can 
do much to isolate important research dimen- 
sions. 

Another important point is brought out 
clearly, namely the need for long range plan- 
ning as an essential ingredient of research de- 
sign. The reviewer personally has found that 
the attitudes of organizations are such that this 
perspective is seriously lacking. Too often the 
research scientist seeks to find answers to spe- 
cific problems, and while these answers appear 
to supply immediate steps, total integrative 
planning is lost—at great expense of time, ef- 
fort and cost. 

Rather than operate on a “crash program” 
basis, organizations will find greater efficiency 
and realistic solutions by research designed to 
meet basic long-range problems. 

The chapter dealing with “Human Factors in 
Research Administration” is a succinct, but 
beautifully organized report. Dealing essentially 
with individual factors in scientific performance, 
the report discusses such factors as age, mental 
abilities, and personalities, as related to place- 
ment, career planning and development of sci- 
entific personnel. This section has a sound re- 
lationship to organizations engaged in market- 
ing research, since the development and growth 
of personnel must be a function of top-echelon 
administration. The discussion of motivation 
and interests of scientists raises important ques- 
tions about the most effective techniques of 
evaluating scientific performance. The final 
section dealing with needed research in this 
area points the way for some future projects 
that might be undertaken through some division 
of the AMA! 

The chapter dealing with “Group Influence 
in Marketing and Public Relations,” is based 
upon the concept of “Reference Group Influ- 
ence.” This concept “says in effect that man’s 
behavior is influenced in different ways and to 
varying degrees by other people. Comparing 
one’s own success with that of others is a fre- 
quent source of satisfaction or disappointment. 
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Similarly, before making a decision one often 
considers what such and such a person or such 
and such a group (whose opinion one has some 
reason to follow) would do in these circum- 
stances, or what they would think of one for 
making a certain decision rather than another.” 
This, of course, is a concept that has long 
been recognized but which has not been sub- 
jected to careful analysis. It is with the re- 
finement of this “common-sense” concept that 
this section is concerned—can it be applied ef- 
fectively to concrete situations? The implica- 
tions of these reports have great meaning in 
terms of advertising and marketing projects. 
The Chapter “Psychological Surveys in Busi- 
ness Forecasting” is based upon the followin 
four circumstances: 


a. A large proportion of Americans have in- 
comes substantially in excess of the amount 
necessary for subsistence. 

b. Many persons have large financial re- 
serves—particularly in the form of liquid assets 
—which give them great latitude in spending or 
saving. 

c. Buying on credit is easily accomplished and 
generally approved. 

d. Expenditures on durable and non-essential 


goods (‘postponable expenditures’) comprise a 
large part of all consumer expenditures. 


While the present economic situation has 
changed from the time this original report was 
presented, the methods and procedures utilized 
in obtaining data for purposes of business fore- 
casting are of extreme importance for those en- 
gaged in marketing research. Here again the 
scholarliness and conceptual approach to the 
complicated aspects of forecasting yields a feel- 
ing of scientific soundness well in keeping with 
the entire tone of the volume. 

Summarizing, the reviewer again repeats his 
original position;—this is professional in all re- 
spects, and if one is to find fault at all, such 
criticism must be directed at the failure to give 
greater publicity to the book. 

GERALD EHRLICH 
Center for Research in Marketing 
Peekskill, New York 


THE STUDY OF ATTENTION VALUE, by 
B. D. Copland. (London: Business Publica- 
tions Ltd., 1958. Pp. xi, 211. go shillings.) 


This excellent little book is a critical sum- 
mary of the last forty years’ experimental work 


in the field of attention in advertising. Although 
the bibliography is not exhaustive it contains 
the most salient published experiments on at- 
tention value as well as several unpublished 
ones. 

Divided into five sections the author reviews 
such attention value tests as the eye camera and 
the psychogalvanometer, dummy magazine tests, 
impact tests, and the like in the first part and 
discusses consistency and accuracy of ratings and 
scores in the second section. Starch ARF com- 
parisons, the consistency of Starch ratings, and 
recall test scores as opposed to recognition test 
scores are investigated. The third division is 
concerned with the factors that affect the test 
situation and discusses investigator bias, sur- 
roundings and position, color repetition, and 
multiple factor analysis, while the fourth sec- 
tion takes up, among others, the subjects of 
confusion and the treatment of test scores. 
Starch’s Adnorms and his work on confusion, 
and experiments on controlled recognition and 
scoring by order of recall are covered. The final 
section is devoted to recent work. 

Throughout the book, the author has assem- 
bled examples of crucial studies bearing on the 
topic at hand, and each experiment is subjected 
to his penetrating and concisely-stated criti- 
cisms. With an economy of words, he states his 
position precisely. In this field, characterized by 
controversy, there will be readers who will disa- 
gree with his conclusions, but none can question 
what he means or his reasons for believing it. 
His criticisms are documented by fairly lengthy 
quotations from the original researches. 

For the reader not thoroughly conversant 
with the literature in the field, this should be a 
rewarding book, and for those who are familiar 
with the research, the book can serve as a selec- 
tive list of the content and findings of the origi- 
nal studies. It is regrettable that the examples 
are printed in 8 point type, but that may be 
balanced by the fact that there is so much of 
value in so small a book. 

A graduate student working in psychology of 
advertising or market research will find this 
book an excellent tool for review purposes. The 
beginning student in the field will discover in 
it the frame and shape of the research on at- 
tention value. For the advertising man who may 
have little research training, it will provide a 
valuable source of research results with imme- 
diate application to everyday advertising work. 
Even those with only a casual interest in this 
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area will find the time devoted to reading Dr. 
Copland’s book well spent. 

It is rare that one finds a book of equal ex- 
cellence. 


HOWARD PORTER LONGSTAFF 
University of Minnesota 


USING PUBLIC WAREHOUSES, by John H. 
Frederick. (Philadelphia: Chilton Company, 
1957- Pp. 149. $4.00.) 

Warehousing is no longer synonymous with 
storage to the readers of Dr. Frederick’s new 
book. He leads them to this conclusion by aban- 
doning the traditional concept of a warehousing 
industry neatly divided into branches according 
to types of goods handled (agricultural com- 
modities, refrigerated foods, general merchan- 
dise, and household goods) and by adopting a 
new scheme of classification based on position 
in the marketing structure. First he eliminates 
concentration warehousemen who stand be- 
tween farmers and manufacturers and then 
household-goods warehousemen who handle 
items that are no longer in the paths of com- 
merce. This narrows his field of interest to dis- 
tribution warehousemen—those who provide a 
multitude of services to facilitate the flow of 
goods from manufacturers to wholesalers, re- 
tailers, and large-scale users. 

Dr. Frederick has made a significant contri- 
bution by portraying public general-merchan- 
dise warehouses not as storehouses for tempo- 
rary surpluses resulting from seasonal irregulari- 
ties in production or consumption but as local, 
independently operated, distribution plants 
serving in effect as branches for many manufac- 
turers. 

He addresses himself primarily to traffic man- 
agers who are considering the advisability of op- 
erating their own distribution branches. He 
shows that public warehouses offer most of the 
advantages of company-owned facilities: (1) 
maintenance of spot stocks in major markets to 
make possible rapid deliveries and to avoid the 
need of overstocking dealers or shipping goods 
to them on consignment; (2) maximum use of 
carload and storage-in-transit rates; (3) release of 
factory space for manufacturing; (4) freedom 
from effects of tie-ups in long-distance transpor- 
tation networks; and (5) performance of minor 
assembly and packaging operations. In addition, 
he points out several serious disadvantages of 
company-operated branch plants that are 
avoided by use of public warehouses: (1) year- 
round fixed costs based on peak requirements; 


(2) long-term commitments in selection of dis- 
tribution points; (3) capital investment in 
buildings and equipment; (4) limitations on the 
number of locations at which stocks can be 
maintained; and (5) necessity of selecting loca- 
tions suitable for sales and office work as well 
as for goods handling. 

Discussed among the advantages unique to 
the use of public warehouses as branch plants 
is the reduction of all goods-handling costs to a 
unit basis, regardless of annual volume or the 
activity of any particular branch. This permits 
meaningful budgeting on a _ percentage-of-sales 
basis. Another advantage is that warehoused 
stocks facilitate bank borrowing since they may 
be pledged easily and effectively; or, in connec- 
tion with unsecured loans, a current inventory 
prepared by the warehouseman is far more as- 
suring to the banker than the borrower's un- 
supported estimates. Warehousing also enhances 
insurance protection since the identity of goods 
covered is explicit; coverage can be obtained 
quickly and at published rates, often lower than 
those which apply to private quarters. A fourth 
advantage is the extreme flexibility provided by 
the large number of locations available; this 
permits changes in the deployment of inven- 
tories to meet seasonal needs, to avoid personal- 
property tax-assessment dates, and to adjust to 
gradual changes in the location of population 
and industry; it also precludes inefficient opera- 
tions resulting from forced use of obsolete pro- 
cedures and facilities. 

The several chapters in which the arguments 
outlined above are presented are informative 
and clear, as are the chapters on selection of 
warehouse locations and co-operation by ware- 
housemen with sales representatives of the 
owners of stored goods. They should be valua- 
ble reading and reference material for traffic 
managers. Since they appeared originally as 
magazine articles, they are each self-sufficient, a 
factor that makes them suitable as collateral 
reading in college and professional courses in 
marketing. 

The lack of coverage and depth which char- 
acterizes about a third of the book, however, is 
disappointing in the light of Dr. Frederick's 
established competence in this field. In the 
chapter on field warehousing there is no men- 
tion of the several ways in which this form of 
service can be of value to mail-order houses and 
industrial buyers who wish to obtain control of 
finished goods or components still on manu- 
facturers’ premises, or to manufacturers who 
wish to retain control of stocks shipped to dis- 
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tributors. Included in the chapter on regulation 
of public merchandise warehouses is sketchy in- 
formation on the determination of whether 
stored goods are in interstate commerce, a mat- 
ter of such vital concern to traffic managers that 
it would seem to merit extensive treatment. The 
final five-page chapter, “Agriculture and Public 
Warehouses,” leaves the field of distribution 
warehousing, thus destroying the structural 
unity of the book. 

It is difficult to understand why there is an 
almost complete lack of current text and refer- 
ence maierial on public warehousing, a field so 
closely related to marketing, transportation, and 
finance where published materials of all types 
abound. There are many fascinating applica- 
tions of economic and business principles to be 
found in the study of the public warehousing 
industry, and yet Dr. Frederick stands almost 
alone in this area. 

This reviewer will continue to look forward 
to a revised and expanded edition of Dr. Fred- 
erick’s earlier basic work, Public Warehousing. 

ALBERT G. SWEETSER 
Wisconsin State College, Eau Claire 


THE EFFECTS OF THE ST. LAWRENCE 
SEAWAY ON GRAIN MOVEMENTS, by 
Joseph R. Hartley. (Bloomington, Indiana: 
Bureau of Business Research, School of 
Business, Indiana University, 1957. Pp. 252. 
$3.75 paper, $4.75 cloth.) 


This is a thorough and timely analysis of 
the shipments of grain to be expected on the 
future St. Lawrence Seaway. The conclusions 
are directed particularly to grain transport 
through the Port of Chicago, since the Chicago 
Board of Trade provided the primary financing 
for the study. The School of Business and its 
Bureau of Business Research at Indiana Uni- 
versity through Professor L. Leslie Waters su- 
pervised the project. 

The author has made several major contribu- 
tions in this study. One such contribution is an 
analysis of the types of ships which can best 
use the Seaway and the ways in which they will 
operate. This is related to grain movement at 
each stage of the discussion. It is argued that 
a large number of moderate-size or small for- 
eign vessels (both liners and tramp ships) will 
be likely to dominate the Seaway grain trade 
at first, because these ships have been built at 
lower costs and have lower operating expenses 
(principally as a result of lower wages) than 


United States vessels. Mr. Hartley reminds us 
that the present Seaway depth is already satis- 
factory for some of the smaller foreign ships 
which are carrying on an active Great Lakes- 
overseas trade. His discussion of present use of 
the Seaway can now be supplemented by the 
fact that many small foreign ships were used to 
carry iron ore from Labrador during the 1957 
shipping season, although the larger, more eco- 
nomical iron ore carriers will undoubtedly as- 
sume the major role on the Seaway as soon as 
it has been completed. 

The trend in foreign ship building, the au- 
thor indicates, is in the direction of the small 
and moderate-size vessel, at least for general 
cargo trade, and the very large carriers built 
for special purposes (for example, oil) are not 
typical of present foreign ship building. Mr. 
Hartley suggests that many United States ships 
tend to be larger than foreign vessels and will 
be unable to use the Seaway, while present lake 
carriers used by iron-ore companies are too 
long to be suitable for ocean traffic. The author 
concludes, therefore, that while grain may 
travel on the Great Lakes in various types of 
carriers, it will be transported abroad from the 
Great Lakes principally in small and moderate- 
size foreign liners offering scheduled service, or 
in foreign tramp vessels. 

Mr. Hartley has analyzed carefully the possi- 
bility of congestion of ship traffic on the Sea- 
way, and while he believes that there are poten- 
tially crowded areas, as for example at the 
Welland Canal, these are not likely to be seri- 
ous for the grain trade in the early years of 
operation. Whether or not this conclusion is 
correct will depend, in the opinion of the re- 
viewer, upon the extent to which the Seaway 
is used not only for general cargo and grain 
transport but also for iron-ore transport, and 
that in turn will depend upon the general eco- 
nomic level, the level of steel production, and 
the use of Lake Superior iron-ore resources. 

One minor point of conjecture developed by 
the author is the way in which carriers of Lab- 
rador iron ore will operate. It is suggested that 
they may discharge their ore cargos at lower 
lake ports, carry coal to upper lake ports, and 
return to the lower St. Lawrence with grain. 
While it is impossible now to know whether 
or not this will occur, it seems more likely to 
this reviewer that these vessels will operate in 
the same manner as do vessels from Duluth at 
present, that is to make most of their return 
trips without cargo. Many days can be saved in 
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loading and unloading by carrying only iron 
ore. 

Some attention is given by the author to the 
development of harbors, particularly the Calu- 
met harbor in Chicago, but it should be em- 
phasized that harbor improvement can be im- 
portant in directing the flow of traffic from the 
Great Lakes. 

The excellent analysis of ship movement is 
followed by several chapters on the relative 
costs of shipping. The general conclusion is that 
shipping grain on the St. Lawrence Seaway 
from most of the Midwest will involve less cost 
than transporting the grain to Atlantic or Gulf 
of Mexico ports for transshipment to Europe. 
Because Europe receives a large share of ex- 
ported United States grain, this indicates heavy 
use of the St. Lawrence Seaway for grain move- 
ment, except in the winter. It is suggested that 
Atlantic and Gulf ports will encounter serious 
economic problems in their attempt to provide 
shipping service for grain primarily during 
the winter months. 

The author believes that wheat will be the 
principal grain subject to movement on the St. 
Lawrence Seaway and that the movement will 
be largely through Chicago, Duluth, and Mil- 
waukee, the cities which are close to the agri- 
cultural producing areas. Barley, corn, and soy- 
beans will be next in importance for the 
St. Lawrence Seaway, according to Mr. Hartley, 
although he has indicated in his analysis that 
barley will be primarily a Canadian export. 
Other analyses indicate the share of the United 
States and of the Port of Chicago in the total 
prospective shipments on the Seaway. 

This book is certainly one of the best that 
has been written on the future impact of the St. 
Lawrence Seaway, and it should be most valu- 
able to those interested in the grain trade. 

RICHARD O. SIELAFF 
University of Minnesota 
Duluth Branch 


TECHNIQUES FOR MARKETING NEW 
PRODUCTS, by Douglas Banning. (New 
York: McGraw-Hill Book Company, Inc., 
1957; Pp. 308. $6.50.) 


This how-to-do-it book has been written to 
help neophyte businessmen select, evaluate, and 
sell new products successfully. Since 80 to go 
per cent of new product introductions fail, this 
is a worthy objective. Particularly so, since 
smaller firms with their limited funds and lack 


of specialized personnel typically have a higher 
new product failure rate than their larger 
counterparts. 

The author addresses himself to workshop 
entrepreneurs and to those who contemplate 
distributing products made by others. For such 
tyros, 15 checklist chapters of 15 to 30 pages 
each cover basic problems of merchandising, ad- 
vertising, and small business management. 

The five merchandising chapters suggest 
sources of ideas for new products, procedures 
for product evaluation, and considerations in 
selecting appropriate channels. Many small 
business success stories are cited, and the devel- 
opment of an imaginative outlook is recom- 
mended in the process of combing primary and 
secondary sources for ideas which can be profit- 
ably commercialized. Elementary breakeven 
analyses at varying prices, probable costs of pro- 
motion for several categories of goods, and sea- 
sonal plus cyclical factors in evaluating prospec- 
tive products are presented. 

The inability of small businessmen to match 
the research and development dollars of larger 
enterprises is noted. Accordingly, the author 
suggests that “. . . it is often wiser for small 
businessmen to place greater reliance on sound 
business judgment than on expensive and elab- 
orate opinion polls and brand-position surveys.” 
(p. 18.) Unfortunately, the small entrepreneur 
for whom this book is primarily intended usu- 
ally lacks the judgment implied. 

Five chapters are devoted to the small busi- 
nessman’s promotional program. Particular em- 
phasis is given to the use of mail-order and 
direct-mail selling. The author believes they are 
especially suitable for small enterprises. He con- 
cludes that “. . . even though other channels 
are [later] selected, it is usually found that the 
hard-boiled, cost-plus, keyed-copy school of mail- 
order advertising is the most rewarding.” (p. 
81.) And “. . . the smallest one-man company 
working out of attic, garage, or basement can 
afford to use direct mail. Even if the company 
grows to giant proportions later on, it will 
never become too large to put direct mail to 
profitable use.” (p. 121.) 

Media and mechanics recommended for ef- 
fective mail-order advertising are covered in 
considerable detail. The material on securing 
mailing lists, preparing and testing sales letters, 
timing direct-mail programs, and forecasting re- 
turns is equally complete. This section of the 
book closes with an overview of the graphic arts 
field: printing processes, typography, and the 
reproduction of art work. 
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In the concluding chapters, the author surveys 
a variety of sales, financial, and legal problems 
with which small businessmen typically must 
cope. These include recruiting salesmen, selling 
on consignment, estimating capital require- 
ments, underwriting the enterprise, analyzing 
financial statements, organizing the firm, secur- 
ing licenses, and maintaining tax records. Also, 
the fundamentals of trademark, copyright, 
patent, antitrust, and pricing legislation are re- 
viewed in this section. 

For the beginner, this is a valuable handbook. 
Careful study of its readable pages should en- 
able him to avoid many of the pitfalls which 
cause small business failures. Also, it may be a 
suitable text for a number of introductory col- 
lege courses in small business administration. 
While serious students of marketing will find in 
it little with which they are unfamiliar, the book 
will serve as a useful library reference for many. 

The chapters on locating and evaluating new 
products are rather sketchy, and so many topics 
are included in the less than 100 pages devoted 
to small business management that several of 
them are only briefly noted. By contrast, over 
one-third of the book is devoted to advertising 
by small business. The author is obviously well 
versed in this field. 


TAYLOR W. MELOAN 
Indiana Unwwersity 


NEW TECHNIQUES IN MARKETING MAN- 
AGEMENT, by Harry Simmons. (Engle- 
wood Cliffs, New Jersey: Prentice-Hall, Inc., 
1958. Pp. 246.) 

Prentice-Hall, Inc. states on the jacket of New 
Techniques in Marketing Management: “This 
is the only book that gives you in detail the new 
techniques needed to set up a strong market 
management program. It tells you how to key in 
the program with distribution, production, 
scheduling, inventory control, customer service 
efficiency, warehousing expenses and control.” 
This is a strong claim. Unfortunately, the book 
fails to keep the bold promise made by its pub- 
lisher. 

Mr. Simmons has divided his book into four 
sections. The first section deals with the concept 
of marketing management. ‘Marketing Manage- 
ment,” writes Mr. Simmons, “has moved farther 
and faster in the past five years than sales man- 
agement in the preceding 50 years!” (Page 1) 
This opinion is neither documented, discussed, 
nor defended. He suggests, further, that the 
chief marketing executive is now “an over-all 


staff executive of the entire marketing process of 
the business.” (Page 2) Certainly, it is difficult to 
quarrel with Mr. Simmons on the point that 
marketing management embraces a wider area 
than did sales management. However, this re- 
viewer would suggest that the concept is hardly 
new. In fact, it has been taught in reputable 
schools of business for more than twenty years. 

After contrasting “modern” marketing man- 
agement and sales management, Mr. Simmons 
presents a second section on “New” Operating 
Tools. The use of sales forecasting for planning 
purposes is discussed. Sales budgets, sales quotas, 
and public relations are also considered as new 
operating tools. The third section deals with 
such “New” Sales Tools as packaging, advertis- 
ing, sales promotion, and direct mail. The final 
section of the book takes up “New” Sales Com- 
munications such as television, selling by radio, 
and “sales meetings for training and stimula- 
tion.” 

Mr. Simmons has written another of a long 
series of “how-to-do-it” books. He started on his 
project by sending 150 copies of a questionnaire 
to marketing executives throughout the United 
States and Canada. Sixty-one of these question- 
naires were returned, and Mr. Simmons quotes 
from them with approval and at length. Some of 
the comments are very good; most are super- 
ficial. On page 13, for example, one executive 
struggles with the question: “What do you con- 
sider the most effective way to reduce selling 
costs?” His answer: “Avoid profitless prosperity. 
Increase sales of profitable products, controlling 
variable costs. Keep adequate sales control 
records.” 

Mr. Simmons is fond of listing as, perhaps, is 
proper in a “how-to-do-it” book. For example, 
Mr. Simmons lists: 


. 12 Principal operating sectors of modern 
sales management 

. 55 Major functions of modern sales man- 
agement 

3. 21 Steps in practical sales forecasting 

. 12 Tips on sales forecasting 

. 23-Point check list for public relations 
objectives 

- 49 Major functions of public relations de- 
partments 

. 18 Vital services expected of the Advertis- 
ing Manager 

. 12 Common faults of sales meetings 

. 24-Point check list for Sales Meeting 
Agenda 

. 12 Suggestions for better sales meetings 
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In final evaluation, Mr. Simmons has written 
a book that is not, in fact, new. He has suc- 
ceeded in telling how to do it. At times a reader 
suspects that the results from the questionnaires 
and some old notes were put together with one 
large staple. On other rare occasions, a discrim- 
inating reader will find material stated in such a 
provocative form that it will whet the appetite 
for a more complete coverage of the subject. 


DONALD L. SHAWVER 
University of Missouri 


PRICING FOR PROFIT AND GROWTH, by 
Albert J. Bergfeld, James S. Earley, and 
William R. Knobloch. (New York: McGraw- 
Hill Book Company, Inc., 1957. Pp. 188. 
$15.00.) 


Presenting this book as one of the series of 
Consultant Reports on Current Business Prob- 
lems, the authors of Pricing for Profit and 
Growth discuss pricing with a mythical “client” 
whose pricing problems “represent a large num- 
ber of issues currently faced by management.” 
The client is a “composite” client whose pricing 
practices are intended to illustrate the pricing 
errors currently found in American business. 

The authors reject the client's inflexible pric- 
ing policy wherein the firm attempts to have 
each of its several products provide a uniform 
percentage markup over full costs, including an 
allocation to each product of a share of all 
production, selling, engineering, research, and 
administrative overhead. 

Recognizing that the “full-cost” approach to 
pricing fails to give proper attention to market 
conditions or to the relationship between costs 
and volume, the authors offer as a replacement 
their “Cost-Volume-Profit Analysis” or the “P/V 
Technique of Profit-Planning,” which is a 
method involving the analysis of changes in 
revenues and changes in costs as affecting 
changes in profits. 

To apply their technique, the authors find it 
necessary to classify the firm's costs somewhat 
differently from the usual practice. The usual 
distinction between fixed and variable expenses 
is made, but then the fixed portion is divided 
into “Constant” costs, which are passive as far 
as profit-planning is concerned (management 
salaries, property taxes, insurance, and the like), 
and “Programmed” costs, which are those which 
appear fixed but are actually incurred as a result 
of deliberate management actions and therefore 
are not passive (money spent in developing new 
products, money spent to advertise a product, 


etc.). Programmed costs are, in turn, broken 
down into “Specific’ and “General” Pro- 
grammed costs, depending upon whether or not 
the expenditures involved can be attributed to 
some specific sector (such as a single product) of 
the enterprise. 

A number of new concepts are introduced by 
the authors. They include the “P/V Ratio” 
(profit/volume ratio) which measures the rate at 
which profits will rise or fall as dollar sales ex- 
pand or contract. The “P/V Contribution” 
(price minus variable cost) is the dollar contri- 
bution per unit of product. This times the num- 
ber of units sold gives the “P/V Income.” The 
“Profit-Contribution” of a sector or a product 
is the “P/V Income” less any Specific Pro- 
grammed costs incurred to bring in this “P/V 
Income.” From the “Profit-Contribution” is 
then deducted Constant costs and any General 
Programmed costs to get the net profit figure. 
The upshot of all this is that the test of good 
pricing is whether or not a product is yielding 
as large a Profit-Contribution as it should and 
that allocations of fixed costs must not dictate 
pricing decisions. 

Such are the essential variables used in the 
“P/V Technique of Profit Planning.” The re- 
port to the mythical client points out possible 
applications of the approach to specific com- 
pany problems. These include decisions involv- 
ing: whether or not a particular order should 
be accepted by the company; whether prices 
should be raised or lowered; the selection of 
products for special promotional effort or with- 
drawal (to increase the sales of products having 
the higher (P/V Ratios); the determination of 
where increased selling efforts will do the most 
good and whether or not to retain specific 
regions; the introduction and pricing of new 
products; pricing for different customers (and 
Robinson-Patman Act implications); the de- 
termination of discounts for various buyers; the 
distribution of planned expenditures among 
specific divisions or projects; and the setting of 
standards for division performance. 

Many firms no doubt have recognized that 
full-cost pricing is not feasible under multi- 
product conditions. In view of the predomi- 
nance of multi-product firms at all levels of 
manufacturing and distribution, however, the 
approach to pricing advocated in this report is 
particularly appropriate, especially for the 
smaller firm, and is written in a style intended 
for easy comprehension. 

A few minor criticisms seem to be in order. 
First, the authors fail to stress enough the role 
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of unused plant capacity in their approach to 
pricing problems. The presence or absence of 
such unused facilities will have a lot to do with 
whether or not a firm would accept prices which 
do not cover the full costs of production. 

Second, the fact that some products are 
produced under conditions of true jointness, 
wherein the production of one product auto- 
matically results in the production of an addi- 
tional product, is neglected although it would 
appear that the approach to pricing advocated 
in the report is particularly suitable for such 
situations. 

Third, in discussing the various aspects of 
pricing and price policy, the influence of com- 
petition and tradition is not stressed sufficiently, 
particularly in regard to the establishment 
of discount structures. Many firms have little 
administrative control over prices, and especially 
discount systems, and must follow the estab- 
lished patterns of the industry or of the larger 
firms in the industry. 


DONALD V. HARPER 
University of Minnesota 


SALES HORIZONS, by Kenneth B. Haas and 
Enos C. Perry. (Englewood Cliffs, New 


Jersey: Prentice-Hall, Inc., 1958. Pp. 404. 
$4-45-) 


The lead sentence in the preface of Sales 
Horizons (p. vii) brings the task into clear 
focus: “Any book on selling should do two 
things and do them well: describe the selling 
process and do it in an interesting way.” By 
indirection, there is a plea to high school in- 
structors to up-date their knowledge of the 
offerings in sales and allied courses in the col- 
leges of commerce and business administration. 
Likewise, there is a challenge to everyone to 
recognize the need for a fundamental under- 
standing of the principles of salesmanship. 

The task of the book is engaged with vigor on 
the first page and the pressure toward the objec- 
tive continues through the last page. The selling 
process is described with a pleasant mixture of 
sound principles, appropriate examples, case 
studies, provocative questions, and modern 
illustrations. Line drawings and _half-tones 
punctuate the copy. They are humorous or 
serious, as the situation requires. 

Many publications designed to teach or self- 
teach salesmanship concentrate on one type of 
selling. Sales Horizons assumes the mission to 
treat retail selling, wholesale selling, specialty 
selling, and service selling. Each is defined in 


the second chapter. Chapters XIII, XIV, and 
XV, in extension of the definitions, are devoted 
to the special problems of retail, services, and 
route selling. Essentially, these chapters give a 
perspective behind the scenes and show “. . . 
how the retail store is connected with the manu- 
facturers and [functional] middlemen [or mer- 
chant wholesalers] in the marketing process.” In 
this way, the entire area of selling is presented, 
concepts of the student or sales trainee are 
broadened, and the practicing salesman is given 
a thorough review. 

The first three chapters are introductory. 
Chapter I, “Selling as a Career,” excites the 
imagination. It covers the “What’s in it for me?” 
aspect. Further, it paints the salesman into the 
over-all economic structure. Chapter II, “Sales 
Opportunities,” sketches the obligations of a 
salesman, the types of salesmen (noted above), 
and the personal responsibility to determine the 
field of selling for which one is best suited. 
Chapter III, “Learning to Sell,” leads into the 
next three chapters by introducing the basic 
requirements for successful salesmanship—knowl- 
edge of self, people, and product or service to 
be sold. These chapters are as follows: “Develop 
Your Sales Personality,” “The Importance of 
Human Relations,” and “Know Your Merchan- 
dise.” 

Chapter VII, “Using Buying Motives to Sell,” 
states that there are “. . . differences among 
customers . . . [and they] must be understood. 
However, the basic motives for buying empha- 
size the similarities in people.” More stress is 
given to psychological and emotional buying (or 
selling) than to rational decision making. The 
seven major buying motives listed and analyzed 
are gain, pride, imitation, fear, curiosity, rivalry, 
and envy. 

Chapter VIII, “Meeting Differences in Cus- 
tomer Personalities,” weaves the knowledge of 
people study of Chapter III and the reasons why 
people buy of Chapter VII into a functional 
unit. The application of workable human re- 
lations and customer-oriented buying motives 
leads “*. . . to reactions and behavior patterns of 
differen: types of prospects . . . [which] reduces 
active customer-resistance, ... {and develops 
in the buyer the concept] of customer-assistance 
—the salesman’s lever to successful negotiation.” 
This chapter treats the six main customer be- 
havior patterns. 


1. Impulsive 
2. Deliberate 
3. Undecided 


4. Decided 
5. Friendly 
6. Unfriendly 


| 

| 


BOOK REVIEWS 


233 


Chapters IX, X, XI, and XII are The Pre- 
Approach, The Approach, The Sales Presenta- 
tion, and The Close. Prospecting has a minor 
role in the pre-approach chapter, “Planning the 
Successful Sale.” The text of this chapter de- 
velops extensive and intensive selling, as well as 
the investigation and planning required to ac- 
complish them. “Extensive selling increases sales 
by selling to more customers. Intensive selling 
increases the unit of the sale; that is, instead of 
selling one or more items, sell the full line.” 

These four functional chapters develop the 
fundamentals of selling for wholesale (route), 
outside retail (route), and “in store” retail types 
of selling. Opening new accounts and presenting 
new products (or new uses for existing products) 
summarize the specialty-type selling presented. 

The selling formula—attention, interest, de- 
sire, conviction, and decision—is the framework 
of Chapters X, XI, and XII. How to overcome 
objections is strategically positioned at the end 
of the chapter on the sales presentation. It leads 
directly into the chapter on the close. 

Chapter XVI, “Watch Your Language,” gives 
emphasis to the need for clear, correct, and con- 
cise conversational selling ability. These com- 
munication cautions warn against careless, 


grammatically incorrect speaking; the manner 
and tone of delivery; and the employment of 
both improper words and wrong words. Accord- 


ing to the authors, the “. . . secret of successful 
selling lies in the effective use of words. Words 
express ideas, paint vivid mental pictures . . ., 
stimulate imagination, . .. set the emotional 
mood. Words answer questions, present facts, 
overcome objections, convince customers. . 
Nothing else is quite so effective in selling as the 
authoritative use of persuasive language in a 
judicious way.” In short, how it is said is im- 
portant and what is said is vital. 

Chapters XVII and XVIII present the major 
advertising media, effective display practices, 
telephone selling, and a great number of sales 
promotion techniques. The final chapter, “Your 
Future in Selling,” presents two important prob- 
lems and suggested solutions. The problems are 
(1) how to get a good job in sales and (2) how 
to advance on the job. The solutions face the 
issues and are both practical and workable. 

Each chapter of Sales Horizons is loaded. The 
traits, attributes, and abilities that can be im- 
proved and that spell success in selling are 
presented in a forceful and an interesting man- 
ner. The treatment of the “motions of salesman- 
ship” is excellent. The material in each chapter 
is arranged in “bite-sized” portions for rapid 


and easy assimilation. The book makes a con- 
tribution to the assembled body of knowledge 
on salesmanship. A copy for ready reference 
adds depth to a library of marketing publica- 
tions. The context matches the title. 


WAYLAND A. TONNING 
Memphis State University 


HOW TO DEVELOP SUCCESSFUL SALES- 
MEN, by Kenneth B. Haas. (New York: 
McGraw-Hill Book Company, Inc., 1957. 
Pp. x, 289. $6.00.) 

As the title indicates, this is not a book deal- 
ing with broad problems involved in the market- 
ing of a product or service. It is strictly a “how- 
to-do-it” book dealing with the supervision of 
personal salesmen. 

The topics covered include: the recruiting 
and selection of salesmen, preliminary and on- 
job training, motivating salesmen, stimulating 
salesmen, regular and special types of sales meet- 
ings, use of sales aids, evaluating salesmen, 
building and maintaining salesmen’s morale, 
disciplining salesmen, making supervisory plans, 
and personality improvement. 

While there is little basically new in the book, 
it is an excellent manual for the trade where a 
step by step description of how to proceed in 
doing the various jobs connected with supervis- 
ing salesmen is desired. It goes into quite mi- 
nute detail in doing this. 

It is quite readable and is written in a simple 
and lucid style. It conveys the impression of en- 
thusiasm and sincerity. While the book possesses 
the desirable feature of presenting a great many 
examples, there are not enough in one or two 
of the more complex chapters in which they 
would be most helpful, e.g.: the chapters on 
special techniques for sales meetings and on 
conference technique. 

Incidentally, teachers of salesmanship might 
get some good pointers, particularly in setting 
up and evaluating demonstration sales in class, 
from the author's discussion of how to coach 
salesmen and how to correct, discipline, and 
handle salesmen. 

Dr. Haas properly places a great deal of 
emphasis on the importance of proper motiva- 
tion of salesmen by supervisors and trainers. He 
also quite successfully motivates the reader to 
continue reading the book and to accept his 
ideas. 

Some tendency was noted to give detailed in- 
structions indicating what to do and how to do 
it, regardless of circumstances. Examples of this 
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tendency are: giving the questions to include in 
a questionnaire and listing the characteristics or 
traits to look for in interviewing a sales appli- 
cant, without consideration of the traits and 
characteristics which a job analysis might point 
up as important. Such a tendency might be ex- 
plained by the desire to keep the material 
simple, noncontroversial, and readily acceptable 
by those with a meager background in sales 
management. 

In the discussion of sales meetings, a rather 
vague distinction was drawn between certain of 
them, i.e., the conference method, the discussion 
method and the round-table discussion method. 

The detailed treatment of most of the topics 
and the simple step-by-step explanation of 
procedure should make the book particularly 
useful to the inexperienced supervisor and to 
the experienced man who has an excellent op- 
portunity to check his customary procedure 
against the complete and sound procedures sug- 
gested in this book. 

CHARLES W. LEWIS 
Alabama Polytechnic Institute 


AGRICULTURAL COOPERATION: SE- 
LECTED READINGS, edited by Martin A. 
Abrahamsen and Claud L. Scroggs. (Minne- 
apolis: University of Minnesota Press, 1957. 
Pp. xiv, 576. $7.50.) 

So much has been written on the subject of 
agricultural co-operation that it is difficult for 
most persons to keep up with the literature and 
to make satisfactory evaluations. Furthermore, it 
has been difficult to integrate the important 
aspects of agricultural co-operation from the 
many publications. Here is a book that contains 
nearly all the important aspects of co-operation 
ranging from the practical considerations of 
business performance to several theoretical ex- 
planations. 

The strongest feature of this book is the suc- 
cessful effort on the part of the two editors to 
integrate the material. It is obvious after re- 
view that articles were selected only after careful 
consideration, and in some cases considerable 
material was edited out in order to fit into the 
general outline. Of course, this is not to say that 
all the good writings in agricultural co-operation 
are included in the book. Articles were chosen 
that fit together. The book. is so well integrated 
that it would be easy to conclude that each 
chapter was written especially for it. 

It is believed that this book is complete 
enough to serve as a text in a college course in 


agricultural co-operation. Some supplementary 
material very likely would be desirable in the 
area of financing co-operatives, but this would 
not be a particular problem because a number 
of current publications are available. Also, co- 
operative leaders throughout the country will 
find this book useful in their work. In fact, those 
phases of the book dealing with aims, objectives, 
philosophy, principles, and theory apply any- 
where in the world. 

The book is divided into three parts: (1) The 
emergence of the co-operative institution, (2) co- 
operatives in the modern economy, and (g) 
evaluation and appraisal. Chapter I, one of the 
two chapters written especially for this book, 
provides the setting by tracing the historical 
highlights of co-operative efforts from their ear- 
liest days in America down to the most recent 
achievements. Nowhere is more ground covered 
in fewer pages. For the student of agricultural 
co-operation there are separate chapters dealing 
with objectives, philosophy, theory, and princi- 
ples to stimulate his imagination. For the co- 
operative leader on the firing line there are 
chapters, in addition to those listed above, on 
business performance, integration, co-operatives 
and other businesses, and the place of the co- 
operative institution in our national economy. 
Policy developments and legislative bench marks 
are other chapters that those interested in agri- 
cultural co-operation will find informative and 
stimulating. 

It is safe to conclude that almost everyone 
who reads this book will disagree with some of 
the articles. For example, in the chapter entitled 
“Philosophical Probings,” several points of view 
are presented. The same is true in defining co- 
operative objectives. Those who like to present 
several points of view as a teaching technique 
will find this book particularly satisfactory. 
Students will like it also because most of the 
important readings can be found under one 
cover. 

GERALD E. KORZAN 
Oregon State College 


MANAGING FOR GREATER RETURNS, by 
Richard Phillips. (Des Moines: Farmers 
Grain Dealers Association of Iowa, 1957. 
Pp. 558. $7.00.) 

Very little has been written on the important 
subject of management of small agricultural 
marketing firms. Dr. Phillips’ book entitled, 
Managing for Greater Returns, although spe- 
cifically designed for the elevator and farm sup- 
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ply retail business, deals objectively with most 
of the principles of managerial operation. 

This book covers two general areas—(1) the 
role of management from a theoretical or plan- 
ning standpoint, where economic principles are 
specifically applied, and (2) the role of opera- 
tional management from a practical standpoint. 
Author Phillips devotes a chapter, supported by 
an appendix, to outlining his economic frame- 
work. Firm analysis is primarily used by apply- 
ing production economics to the basic concepts 
of managerial operation. 

Dr. Phillips should be commended on the 
simplicity of his presentation of the economic 
framework in which he states a set of conditions 
for attainment of given goals in a very simpli- 
fied manner. For the more advanced scholar he 
uses an appendix, where he sets forth these 
conditions in a more sophisticated manner. 

Thus, from a text standpoint, the two divi- 
sions of Chapter II devoted to economic frame- 
work are well-organized. The appendix of Chap- 
ter Il, which handles the economics concerned 
with management in more theoretical terms, 
would be very difficult for the general layman 
in the field of management to absorb. One 
might criticize author Phillips with respect to 
the limited space devoted to the dynamic condi- 
tions resulting from firm operations. Difficulty 
is often experienced when one applies fixed 
factors of production economics to firm analysis, 
assuming homogeneity and complete divisability 
of factor inputs, especially in the management 
input. 

Part I is well-organized and deals logically 
with a sequence of economic factor inputs that 
the reviewer feels is effective in over-all man- 
agerial planning. The author then organizes the 
financial structure for operating a successful 
business. Some statistical analysis and account- 
ing models are interwoven with a great amount 
of practical experience supplied by the author 
to give the reader a wide understanding of the 
problems involved. 

Historical operational ratios indicative of 
successful management in this type of firm are 
used to demonstrate the importance of the vari- 
ous functions outlined in the chapters of Part 
I. This is accomplished in a very uniform and 
logical sequence of widely accepted accounting 
procedures, which should be clear to the gen- 
eral layman and the average manager of this 
type of agency. 

Part II of the text is concerned primarily 
with the over-all operational management of 
the business, especially the day-to-day problems. 


Here author Phillips is able to draw upon wide 
experience with this type of firm, and in a very 
well-organized procedure he demonstrates effec- 
tively some of the principal requisites to suc- 
cessful operational management. 

Three chapters in Part II deal with customer 
relations, customer services, and accounts re- 
ceivable, all of which are of direct concern to 
agricultural businesses today. In most agricul- 
tural marketing and agricultural management 
textbooks, these areas are treated very lightly. 
Author Phillips, in handling customer relations 
in this text, is very successful in calling atten- 
tion to the vital importance that proper cus- 
tomer relations play in the successful manage- 
ment of a business. A systematic sequence of 
distinct functions is outlined in a manner that 
should prove helpful to most active managers. 

As is so effectively pointed out, the success of 
customer services is determined by the ability 
of management to achieve the highest possible 
total income from the services performed com- 
pared to the costs of performing these services. 
It is also suggested that services performed by 
an agency that appear uneconomic should be 
complimentary in nature. Active managers 
should follow good accounting procedures to 
determine the success of customer services de- 
manded by this type of business. 

Throughout Part II of this text, emphasis is 
given to the use of various types of credit in 
wholesaling and retailing. A poorly-managed 
retail credit operation is probably directly re- 
sponsible for more failures of agricultural mar- 
keting establishments than any one single fac- 
tor. It is because of the problem of financing 
and obtaining finances through accounts re- 
ceivable that the modern manager is often not 
able to survive. 

It is the sincere hope of the reviewer that 
most active managers who will be referring to 
this book as a major reference for managerial 
conduct will not stop before they reach the final 
chapter. In the reviewer's opinion, it is one of 
the most important and useful chapters in the 
entire text. 

In summary, Managing for Greater Returns 
fulfills a basic need that all teachers of elevator- 
and small-business management have faced. 
Part I of this book, in particular, is designed 
for the advanced undergraduate or graduate 
student. Part II is more operational in nature 
and should be of major interest to those active 
in management of small businesses anywhere in 
our economy. Dr. Phillips has very adequately 
fulfilled his major objectives in designing this 
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book for various people interested in the sub- 
ject of management. 

Throughout the book the author makes refer- 
ence to many ratios which, in effect, are lacking 
in proven authority as a specific measure of suc- 
cessful operation. The reviewer believes that 
this book clearly indicates by the very inade- 
quacy of reliable source material that consider- 
able research on the major problems of evaluat- 
ing effective management in a small agricultural 
marketing agency should be undertaken. Phil- 
lips clearly acknowledges these limitations, and 
his books should go a long way to instigating 
such research. This book should provide a 
broader understanding of the problems con- 
fronting today’s management, and many stu- 
dents actively engaged in marketing will find 
this book very stimulating. 

JOHN W. SHARP 
Ohio State University 


DAS HANDBUCH DER VERKAUFSLEI- 
TUNG, by Heinz K. Joschke et als. (Mu- 
nich, Germany: Verlag Moderne Industrie, 
1956. Pp. 478. $7.50.) 

The Handbook for Sales Management is one 
of several handbooks which have appeared re- 
cently in Germany. Others are Das Handbuch 
der Personalfuehrung (Personnel) and Das 
Meisterbuch (Management). One often wonders 
how the many foreign visitors to our universities 
and businesses are influenced by what they see 
and learn about us. In the case of the Germans, 
it is clear that the value of our business hand- 
books has been recognized to the extent that 
they have produced their own patterned after 
our models. Reports are that these handbooks 
are well received by the German business com- 
munity. 

The handbook on sales management, which 
is the subject of this review, is divided into nine 
sections each of which has been prepared by an 
author who is a practicing businessman. The 
sections are: Organization of the Sales Division; 
Sales Administration; Sales Controls, Setting of 
Territories and Quotas; Marketing Research; 
Business Analysis and Planning; Legal Ques- 
tions in Sales Management; The Salesman in 
His Territory; Advertising; Sales Promotion. At 
the end of each section is a bibliography of cur- 
rent books and periodicals which pertains to 
that subject. These selected references should 
be of special significance to anyone interested in 
knowing more about German literature in the 
field of marketing. Until recently such material 


has been scarce, and this is one of the very few 
places where it is comprehensively listed. 

There is not much in this volume which will 
be new to the American marketing specialist be- 
cause the emphasis on marketing in German 
firms is relatively recent. Also, business method- 
ology in aggressive firms in free enterprise coun- 
tries does not differ markedly. Business is busi- 
ness, and its evolution in Germany has taken 
much the same form as in the United States. 
Hitler's Germany emphasized production as has 
post-war Germany, with its chief concern that 
of reconstruction of industrial capacity. The 
chapter on organization of the marketing de- 
partment is written upon the near-assumption 
that, business management for the first time 
perhaps is seriously concerning itself with estab- 
lishing a strong, independent marketing de- 
partment. Part of the discussion centers about 
the step-by-step processes involved in building 
a marketing division. Germany, now that it has 
its industrial plant in order, can be watched 
for strong development in marketing areas. The 
fact that a Handbook for Sales Management has 
appeared and that its first printing was quickly 
exhausted points to a focusing of German busi- 
ness attention upon marketing. 

American readers who consult this book will 
feel at home because of the liberal quotations 
from American marketing standbys which are 
sprinkled throughout—Maynard Phelps, Don 
Hobart, George H. Smith, et als. The book is 
well-organized for easy reference and written in 
a light and fairly uncomplicated style. This is 
unusual since Germans characteristically lean 
toward the ponderous and heavily academic ap- 
proach in literature. Those interested in cur- 
rent German business will find time spent on 
this attractive work well rewarded. Professors 
would do well to see that it is added to univer- 
sity libraries. 

At recent national marketing meetings the 
academicians have concerned themselves with 
how they might build bridges between market- 
ing in this country and abroad. Scarcely an arti- 
cle on “our crisis in higher education” fails to 
bemoan the fact that we do not cull foreign 
literature and teach our students to use it. This 
particular volume can be effectively put to use 
by professors who have a conscience that is 
pricked by these charges. Assignments can be 
devised so that students can be guided fruitfully 
to the volume by asking them to do such things 
as compare Germany's marketing methods and 
approaches with our own, hunt out ideas pe- 
culiar to German marketing, or translate and 
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report on significant sections of the handbook. 
So often, excursions into foreign works are a 
bore because ancient and uninspiring refer- 
ences are used. Not so in the case of this book. 
It’s German business today, written in the busi- 
ness idiom that is spoken in Germany right now. 
FERDINAND F. MAUSER 
Wayne State University 


BRIEFLY NOTED 


THE STORY OF ADVERTISING, by James 
Playsted Wood. (New York: The Ronald 
Press Company, 1958. Pp. viii, 512. $6.50.) 
This fascinating account of the growth of ad- 

vertising begins with the street cries of Europe 
and carries the reader down through the years 
and into the era of television. For the most part, 
this is a recital of advertising development in 
the United States, but three chapters are de- 
voted to advertising in England prior to the 
present century. 

The book is filled with the stories of specific 
campaigns, and there are many quotations and 
illustrations—some well-known, some off-beat, 
but all interesting. The contributions of the 
leading figures who left their marks in the ad- 
vertising field beginning with Benjamin Frank- 
lin and including Ayer, Curtis, Fowler, Hill, 
Hopkins, Lasker, Rowell, Rubicam, and Thomp- 
son—among a host of others—are reviewed. 

The steps which have been taken to improve 
advertising practices and to raise the ethical 
standards in the field are spelled out in some de- 
tail. The book concludes with that increasing 
rarity, a selected bibliography. 


HOW TO INCREASE ADVERTISING EF- 
FECTIVENESS, by Richard D. Crisp. (New 
York: McGraw-Hill Book Company, Inc., 
1958. Pp. 194. $15.00.) 

McGraw-Hill has been publishing a series, 
Consultant Reports on Current Business Prob- 
lems, intended for the guidance of business ex- 
ecutives. This publication is the fifth in the 
series and deals with the types of decisions 
which an executive responsible for a firm's ad- 
vertising needs to make. Among the topics cov- 
ered are: the objectives of advertising, the ad- 
vertising appropriation, agency selection and 
evaluation, the advertising plan, and the use of 
marketing research. 


SUBURBAN DOWNTOWN IN_ TRANSI- 
TION, by Samuel Pratt and Lois Pratt. (Ruth- 
erford, New Jersey: Institute of Research, 
Fairleigh Dickinson University, 1958. Pp. vii, 
113. $3.00.) 


This monograph is one of a proposed series 
on business changes in the New Jersey segment 
of the New York Metropolitan Area. The study 
traces recent changes in retailing and particu- 
larly the impact of two new regional shopping 
centers on several communities in Bergen 
County. 


DEMAND FOR AUTOMOBILES IN THE 
UNITED STATES, by Gregory C. Chow. 
(Amsterdam: North Holland Publishing Com- 
pany, 1957. Pp. xi, 110. 10 Guilders.) 


The author applies the framework of eco- 
nomic analysis to the study of the demand for 
passenger automobiles. The study covers the 
period 1921 to 1953, and was originally under- 
taken as a doctoral dissertation at the University 
of Chicago. 


TRENDS IN CONSUMER BEHAVIOR: THE 
NEXT TEN YEARS. (Ann Arbor: The Foun- 
dation For Research On Human Behavior, 
1958. Pp. 50. $3.00.) 

This report covers a seminar conducted by 
The Foundation For Research On Human Be- 
havior which was concerned with the outlook 
for the consumer sector in 1965. The major fac- 
tors included in the outlook are: population 
and labor force trends, productivity, consumer 
income, spending patterns, and credit. This is 
not a forecast of the level of business as such 
but a projection and an analysis of the factors 
which will influence consumer behavior. The 
analysis is based on two assumptions: (1) a con- 
tinuing state of cold war and (2) that there will 
be no major depression in the United States. 


COMPETITIVE DISTRIBUTION IN A FREE 
HIGH LEVEL ECONOMY AND ITS IM- 
PLICATIONS FOR THE UNIVERSITY, 
edited by Albert B. Smith. (Pittsburgh: Uni- 
versity of Pittsburgh Press, 1958. Pp. ii, 60.) 


The papers presented in this volume were de- 
livered at a retailing seminar sponsored by the 
Graduate School of Retailing of the University 
of Pittsburgh in 1957. The participants were: 
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Malcolm P. McNair, Ira D. Anderson, Charles With this book, one more gap in the “How 
M. Edwards, Jr., C. Virgil Martin, and Reavis to sell” field is closed. The author applies his 25 
Cox. years of sales and sales training experience to 


the specific problems of selling intangibles. 
HOW TO SELL INTANGIBLES, by Abbot P. Particular attention is given to the methods for 


Smith. (Englewood Cliffs, New Jersey: Pren- making a series of interviews, for handling the 
tice-Hall, Inc., 1958. Pp. xvi, 168. $4.95.) follow-up, and for obtaining repeat sales. 


READINGS IN MANAGEMENT 


By Ricwarps AnD NIELANDER 


. . . A comprehensive coverage of the processes of administra- 


tion and the functions of management 


This new book presents a cross-section of current management literature 
in convenient and logical form. It also provides a blend of scholarly articles 
and practical articles. Diverse and conflicting views are given. 

Articles were selected from leading sources, including: Dun’s Review and 

’ Modern Industry; Advanced Management; Harvard Business Review; Man- 
agement Record; Personnel; Business Record; Nation’s Business; The Man- 
agement Review; Fortune; Factory Management and Maintenance; Journal 
of Business; American Management Association; National Industrial Con- 
ference Board, Inc.; and Controllership Foundation, Inc. 


SOUTH-WESTERN PUBLISHING CO. 
(Specialists in Busi and Ec ic Education) 
Cincinnati 27 New Rochelle, N. Y. Chicago 5 San Francisco 3 Dallas 2 
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And then, when you do get to us, you will have learned 
a great deal about the existence of, or the lack of— 


© Equity in prices. 

* Quality Controls. 

* Accurate, speedy reports turned out 
on whichever type of latest equip- 


ment that is best suited to your 
needs. 


* The “extras” without cost to you, 
that a responsible service bureau 
must perform to insure the authen- 


ticity of your reports. 


* Gracious treatment from a compe- 
tent organization. 


And we will have gained another client. 


BARNARD, INC. 


THE TABULATING CENTER 


432 Fourth Ave., New York 16, N. Y. 
Murray Hill 9-6250 


Please mention the JOURNAL OF MARKETING in writing advertisers 


BO 5, 


Behind 
MARKET RESEARCH 
TABULATING 


PRACTICAL | 
PROCEDURE 
ECONOMICAL PROCESSING 


STATISTICAL service on market research 
tabulating begins long before a 
button is pushed. 


You get preliminary assistance in resolving 
our ideas. . . in translating sound thinking 
into well-planned questionnaires for the most 

practical and economical processing. 


There is always a best a to handle any 
assignment and STATISTICAL can help you apply 
it through long experience in methods 

and procedures. 


The same careful approach is used in processing 
data to assure highest quality in market information. 


Strict controls are maintained every step of the way 
from editing and coding to finished report. 


And this professional service is available to you 
days, nights, week-ends—any time you it. 


Write for details today 


STATISTICAL | | 


TABULATING CORPORATION 53 West Jackson Blvd. 
Established 1933 - Michae! R. Notaro, President Chicago 4, Illinois " 
TABULATING - CALCULATING + TYPING Phone: HArrison 7-4500 
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CURRENT SALES MANAGEMENT ESTIMATES 


Population ¢ Households ¢ Net Buying Income e Consumer Spending Units « Retail 
Sales ¢ Food Stores ¢ General Merchandise ¢ Eating and Drinking Places « Apparel 


Furniture, Household and Appliances ¢ Automotive ¢ 


Gasoline Service Stations 9° 


Lumber, Building Material and Hardware ©@® Drug Stores 


DESCRIPTION 


This 62-page book defines the 
market area for each group of metro- 
politan dailies on the basis of 20 per 
cent or more household coverage. 


For each of the 168 markets thus de- 
fined, current Sales Management esti- 
mates are listed: first, in rank order, 
with standard metropolitan area data 
shown for comparative purposes in 


each case; and second, alphabetically 
by market. 


The principal dailies involved, 
identified by type, with current cir- 
culation totals, are listed by metro- 
politan area of publication. 


Until supply is exhausted, copies will 
be mailed free to AMA members. 


REQUESTS SHOULD BE ADDRESSED TO: 


Alan S. Donnahoe, Vice-President 


RICHMOND TIMES-DISPATCH AND NEWS LEADER 
RICHMOND, VIRGINIA 
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Recent publications in 


Statistics and related fields 
SAMPLING OPINIONS* 


An Analysis of Survey Procedure 


By F. F. STEPHAN, Princeton University; and P. }. McCartuy, Cornell Uni- 
versity. Provides a better understanding of sampling so that its dependability may 
be gauged, and its results used intelligently. The authors discuss the complex 
procedures required for large scale surveys, and take into account the inaccuracy of 
measurements, and the incompleteness of responses. Features include: discussions 
applicable to such fields as market research, personnel, and public relations; refer- 
ences for many special problems of research involving human responses; aids in 
interpreting opinion polls and surveys of consumer expectations; and the relation- 
ships of sampling to the design of surveys and to other parts of survey operations. 


1958 451 pages $12.00 


SCIENTIFIC PROGRAMMING IN BUSINESS 
AND INDUSTRY 


By ANDREW Vazsonyl, Alderson Associates, Inc. Develops a mathematical 
language which can be understood by businessmen who wish to use scientific tech- 
niques (operations research, linear programming, etc.) to solve managerial prob- 
lems. Written for the businessman, the book explains scientific techniques, not in 
terms of mathematics, but in terms of business. These techniques are dasifeed, and 


programming and its applications are defined. Descriptions are included of the use 
of linear programming in transportation allocation, and the use of statistical methods 
in production and inventory control. The approach of the book has been applied, 
with successful results, to actual programs discussed with business and management 
personnel. 


1958 474 pages $13.50 
THE CHANGING POPULATION OF THE UNITED STATES 


By CONRAD TAEUBER, Bureau of the Census; and IRENE B. TAEUBER, Princeton 
University. A volume in the Census Monograph Series for the Social Science Re- 
seatch Council in cooperation with the U. S. Department of Commerce, Bureau of 
the Census. 1958. 357 pages. $7.75. 


SOME ASPECTS OF MULTIVARIATE ANALYSIS 
By S. N. Roy, University of North Carolina. 1958. 214 pages. $8.00. 


AN INTRODUCTION TO PROBABILITY THEORY AND 
ITS APPLICATIONS 
Second Edition, Volume | 


By W. FELLER, Princeton University. Many topics have been thoroughly revised, 
particularly combinatorial analysis and recurrent events. Two new chapters cover 
the phenomena of random walks and fluctuation theory ; and compound distributions 
and branching processes. 1957. 461 pages. $10.75. 


* One of the WILEY PUBLICATIONS IN STATISTICS, Walter A. Shewhart, and 
S. S. Wilks, Editors. 


Send for examination copies today. 


JOHN WILEY & SONS, Inc. 440 Fourth Avenue New York 16, N. Y. 
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CONSUMER BEHAVIOR 


Research on Consumer Reactions 
EDITED BY LINCOLN H. CLARK 


How important are brand preferences in consumer choices? How do con- 
sumers react to price reductions? How do consumers change their buying 
habits when their income rises? 

The investigation of these and many other questions is the function of 
Consumer Behavior Inc., the organization which compiled this unusual 
volume. Beyond discussing the whole gamut of reasons for buying, from the 
need to restock to the desire for conformity or distinction, the book treats 
such important subjects as the American addiction to change, the contrast 
between this country and Russia, where innovation at the consumer level has 
been rigidly minimized, and the function of market research, its contribu- 
tions and tasks. Twenty-three charts and graphs. 


just published $6.50 


TWO IMPORTANT BOOKS ON MARKETING 


MARKETING IN TRANSITION 


EDITED BY ALFRED L. SEELYE 


A brilliant selection of essays by recognized experts treating the dynamics 
of our marketing structure over the past ten years. In this period, marketing 
has probably experienced greater changes—in its institutions, in its methods 
and policies, in the shifting of functions, and in habits of thought regarding 
marketing subjects—than in any previous decade. The book accomplishes 
well its task of providing insights into these transformations, and conveying 
a sense of the magnitude of the changes and some of the excitement inherent 
in marketing. 

“The wide range of topics and the discretion exercised in selecting articles 
to represent authoritative information on currently important marketing 


developments are most impressive.” 
Harry C. TRELOGAN, Director, Marketing Research Div., US. Dept. of Agriculture 


text edition $4.50 
HARPER & BROTHERS, 49 East 33d St., New York 16 
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PRINCIPLES OF MARKETING — sth Edition 


Theodore N. Beckman, Harold H. Maynard, and William R. Davidson 
—all The Ohio State University 


The outstanding textbook in the field. Book their characteristics; discusses retailing in- 


surveys the subject from a social point of 
view, giving students a basic understanding 
of the entire scope of modern marketing. In- 
corporates material on shopping centers, dis- 
count houses, nonstore retailing, etc. Provides 
an enlightening analysis of consumers and 


stitutions; analyzes each of the fundamental 
marketing policies. Includes questions and 
problems. “I can think of no other book in 
the field which begins to compare with it.” 
Alfred Gross, New York University. Teacher's 
Manual available. 33 ills., tables; 798 pp. 


SALES MANAGEMENT-—3rd Edition 


Harold H. Maynard and James H. Davis—both The Ohio State University 


Principles, procedures, and policies of scien- 
tific sales administration. Highly teachable 
textbook employs specific examples from the 
best current sales practice to illustrate the 
basic principles underlying sales organiza- 
tion, training and operation of a successful 
sales force, market research and sales fore- 


casting, and distribution cost and budgets. 
Covers the functions of the sales executive 
and stresses the development of the sales 
manager as a major marketing executive. 
“Will be welcomed by all teachers of sales 
management.” Journal of Marketing. Teach- 
er’s Manual available. 48 ills., tables; 666 pp. 


ADVERTISING MEDIA—Creative Planning in Media Selection 


Lyndon O. Brown, Dancer-Fitzgerald-Sample, Inc.; Richard S$. Lessler, 
Grey Advertising Agency, Inc.; and William M. Weilbacher, 
Dancer-Fitzgerald-Sample, Inc. 


Outlining the creative processes that lead to 
optimum media strategy, this informative 
textbook clarifies media research, interprets 
important media characteristics, and sum- 
marizes the basic competitive marketing and 
media factors which affect selections. Points 
out qualitative differences of media audi- 


ences; explains the cost-per-thousand concept 
and provides the most lucid analysis of audi- 
ence measurement available. “One of the 
most important books that has appeared on 
the advertising scene in some time.” Steuart 
Henderson Britt, Northwestern University. 
126 ills., tables; 395 pp. 


ADVERTISING COPY, LAYOUT, and TYPOGRAPHY 


Hugh G. Wales, University of Illinois; Dwight L. Gentry, University of Maryland; 
and Max Wales, University of Oregon 


A new textbook based on the premise that 
copy, layout, and typography must combine 
to achieve a single effect in the successful ad- 
vertisement. In following the sequence of the 
actual creation of advertisements step by 
step, emphasis is placed upon fundamentals 
rather than involved technicalities. Book 
demonstrates principles and techniques by 


including over 100 carefully selected adver- 
tisements which represent the best of today’s 
advertising. Fully investigates the role of 
market research as well as the problems of 
copy and layout peculiar to the various me- 
dia. Laboratory assignments and _ end-of- 
chapter questions and problems included. 
166 ills.; 491 pp. 


S COMPANY 


THE [RJONALD Pres 


15 East 26th Street, New York 10, New York 


Please mention the JOURNAL OF MARKETING in writing advertisers 


Publications of continuing interest... 


CHANGING STRUCTURE AND STRATEGY IN MARKETING 


the changing easement Which 


changing environment in which 


THE EFFECTIVENESS OF PHARMACEUTICAL PROMOTION 
by Robert Ferber and Hugh G. Wales. 

vides gence picture of the functions 
pharmaceutical product information. 66 pages, clothbound, $2.00 


CONSUMER BEHAVIOR AND MOTIVATION 
edited by Robert H. Cole. 

The widely discussed papers delivered at the 1955 University of Illinois 
Marketing Symposium on motivation as an approach to the study of market 
behavior. 125 pages, $1.00 


THE DEMAND FOR ALUMINUM: A CASE STUDY IN 
LONG-RANGE FORECASTING 
by J. E. Rosenzweig. 
An examination of the relative effectiveness of alternative techniques of pre- 
pages, 


MANUFACTURER AND DISTRIBUTOR BRANDS 
by Robert H. Cole, Lloyd M. DeBoer, Richard D. Millican, ond Nugent Wedding. 


The first concerted attempt in twenty years to examine the market position 
of manufacturer and distributor brands. 103 pager $1.00 


FACTORS INFLUENCING DURABLE GOODS PURCHASES 
by Robert Ferber. 

A basic an:lysis of the relationships between planning, expectations, socio- 
sal gods purchases based on monthly con 


SALES FORECASTING: METHODS OF SELECTED FIRMS 
by C. M. Crawford. 

A balanced report on how sales forecasts are made in the context of the 
background situation and the problems of particular firms. 72 pages, $1.00 


Bureau of Economic and Business Research 


| University of Illinois 
Urbana, Illinois 
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The McGraw-Hill Series in 
Aduertising and Selling 


Dr. Steuart Henderson Britt, Editor of Series 
Professor of Marketing, Northwestern University 


Baker—ADVERTISING LAYOUT AND ART DIRECTION 
Ready in October 


Barton—ADVERTISING AGENCY OPERATIONS AND 
MANAGEMENT 


384 pages, $7.00 


Crisp—MARKETING RESEARCH 
798 pages, $7.50 


Dunn—ADVERTISING COPY AND COMMUNICATIONS 
545 pages, $7.00 


Haas—HOW TO DEVELOP SUCCESSFUL SALESMEN 
286 pages, $6.00 


Lapp—SUCCESSFUL SELLING STRATEGIES 
How to Climb the Ladder to Sales Success 
343 pages, $4.95 


Martineau—MOTIVATION IN ADVERTISING 
Motives That Make People Buy 
210 pages, $5.50 


Stebbias—COPY CAPSULES 
223 pages, $4.95 


Turner—SALES PROMOTION: 
A Key to More Effective Advertising 
Ready in February, 1959 


Wolff—WHAT MAKES WOMEN BUY 
292 pages, $6.00 


Send for copies on approval 
McGraw-Hill Book Company, inc. 


330 West 42nd Street New York 36, N. Y. 
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